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THE WHITE HOUSE
WASHINGTON

August 18, 1978

BOB LIPSHUTZ

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.

Rick Hutcheson

RE: Executive Privilege Claim



THE WHITE HOUSE
WASHINGTON

8/17/78

Mr. President:

Lipshutz indicates that

a cursory glance at the

21 documents will suffice
for the purposes of para-
graph four of the affidavit.

Rick
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THE WHITE HOUSE

" WASHINGTON

August 17, 1978 ' <i:?
/////

MEMORANDUM FOR THE PRESIDENT

FROM: ROBERT LIPSHUTZ ‘! '
. MARGARET McKENNA

SUBJECT: Executive Privilege Claim

Attached is an affidavit for your signature which
claims Executive privilege with regard to seventeen
documents sought by the plaintiffs in a lawsuit..
The lawsuit has been brought by National Corn-
growers Association Inc. and Corn Refiners
Association Inc., against Secretary of Agriculture
Bob Bergland to overturn your decision on sugar
import quotas. :

The seventeen documents consist of memoranda from
officials of the Department of Agriculture and
the White House Staff giving you recommendations
and opinions and advice on the sugar gquota issue.
We believe these documents should remain
confidential so as not to impair the free flow

of advice to you.

We have claimed Executive privilege twice in the
last nineteen months in court. Both of those times
you were out of the country and I signed the
affidavit for you. The Justice Department believes
that, in order to present our case most effectively,
you should sign the affidavit personally. We agree
and recommend that you sign both copies of the
attached affidavit. Please note paragraph 4.

Attachments

TWO SIGNATURES REQUESTED



' UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF IOWA
'CENTRAL DIVISION

»NATIONAL.CORN GROWERS ASSOCIATION,
INC.,_et al., :

Plaintiffs, S
‘Civil Action No.
v. , -

| . o 77-298-1
ROBERT S. BERGLAND, et al., :

N N Nl N N N N i i st

Defendants.

AFFIDAVIT AND CLAIM OF PRIVILEGE

I,‘Jimmy Carter, being duly sworn, do depogeyand say as

»folloﬁs: ‘ | |
1. I am thé Presideht of thé United States..

2. I understand that plaintiffs National COrﬁ Growets
-Associétion,:Inc, and Corn Refiners Asséciation, fnc.,'have
;filed‘suit'in the-United Statés District Court for the .
Southern District of'Iowa,.Centrai'DiVision; égaihst Sécre§
" tary of Agriculture Bob Béraland, among others.

3. nghave‘beenvadvised’thét on 6r about Januafyilo,
'1978,_the‘plaintiffs filed a‘First,Request for ?roduc;ioh‘of_
Documants which sought.fourteen (14) caﬁégories of documéhts
within the possession and control of the‘Sec:étary of Agri%
culture. |

4. ‘I,havé personally reviewed twenty—one:(21) documents

| preSented‘tQ me by my Counsel and which I understénd are
:sought by»the‘plaintiffs. Seventeeh (l7) of‘these documents,
some of which bear my“hahdwrittén notatiohs, are described'
in the liét attached hereto as'Exhibit A and are subject to

"a claim of executive privilege as specified below.
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5. The documents described in Exhibit A consist of
minutes of a cabinet meeting as well as communications .
between officials of the Department of Agriculture and the

Secretary of Agriculture, officials of the Department of -

'Agriculture and my staff, the Secretary of.Agricultureaand.

me, and my staff and me. These'documéhts set forth and

reflect considerations, recommendations, deliberations, and ‘

options, comprising part of the process by which govern-

mental decisions and policies are formulated and carried out

Vand official duties and responsibilities aré dischérged.

6. The free and frank discussion within the intra- ahd
intéragency process with respect to the mahdate of the
Départment of AgriCulture_tQ maintain a viable domestic
sugar industry through the provision of a price éuﬁport
payménﬁ program and a;subéequent pricé Support‘loan-program
for‘doﬁestié_cane>ahd beet sugar is, in my judgmént,’an |

essential part of the decision—making'process.‘ To be‘effeca

tive, however, such communications, recommendations and

views must remain confidential.

7. Production of the seventeen (17) withheld documents

would necessarily recount the reasoning, deliberations,

-expressions of views and opinions_of'officials of the Depart-

ment  of Agriculture and my staff involved in the_prgparation

of advice to me. The release of these documents would, -in  ‘

my judgment, be injurious to the public interest and to the

1constitutional doctrine df,separation,of powers because I,

.as President of the United States, need to receive frank

recommendations and ‘opinions from officials of the Executive

Branch and my staff to effectively discharge my constitutional

‘duties. ‘Any impairment of the free flow of recommendations
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-and advice to me would adversely affect the public interest.
I therefore assert this formal claim of executive privilege
as to the documents described in Exhibit A.
o <oy
"JIMMY CARTE. _ R .
. President the United States

vWashington o)
) ss.
District of Coélumbia)

Subscribed and SWan to before me this -day of August,

1978.

V NOTARY PUBLIC

Y TR AR A = by e st 4




EXHIBIT ‘A

LIST OF DOCUMENTS UPON WHICH
A CLAIM OF EXECUTIVE PRIVILEGE IS INVOKED

1. Two page memorandum dated November 11, 1977 from Stuart
Eizenstat and Lynn Daft to the President, the subject of
which is "Implementation of the de la Garza Amendment". - It
‘is a memorandum of an advisory nature concerning options and
recommendations relative to the implementation of the de 1la
Garza amendment and import restrictions, including the
possibility of imposing tariff fees or duties on imported
sugar. - The memorandum contains the President's handwritten
notations which reflect his policy preference.

The memorandum has two attachments: a two page press
release dated November 8, 1977 regarding the implementation
of minimum wage rates for sugar fieldworkers and a two page.

press release dated November 8, 1977 regarding the implementation

of the sugar price support loan program. No claim of executive
‘privilege is made. as to.these attachments. ' :

2. One page memorandum dated May 24, 1977 from Stuart
Eizenstat to the President, the subject of which is "Pro-
posed Sugar Program". It is a memorandum of an advisory
‘nature which sets forth options and recommendations regardlng
the sugar price support. payments program and- the retention
by processors of sugar of part of the payments made there-
under as well as the exclusion of certain sugar crops from
its coverage. The memorandum contains the President's hand-
written notations which reflect his policy preference.

3. Three page memorandum dated September 10, 1977 from
Stuart Eizenstat and Lynn Daft to the President, the siubject
"of which is "Sugar Policy". 1It is a memorandum of an advisory
nature which contains options and recommendations regarding
the establishment and implementation of an interim sugar
..price support payments program and the price support loan -
program. The memorandum contains the President's hand-
written notations whlch reflect his. pollcy preferences._

4. Six page memorandum dated January 16, 1978 from Stuart
Eizenstat and Lynn Daft to the President, the subject of
which is "Implementation of the Sugar Price Support Program".
It is a memorandum of an advisory nature contalnlng options
and recommendations regarding problems arising from the
imposition of fee schedules on imported sugar. The memoran-
dum contains the President's handwritten notatlons wh1ch
’reflect his policy preferences.

5. Seven page memorandum dated April 23, 1977 from Stuart
Eizenstat and Lynn Daft to the President, the subject of =
which is "Sugar Policy". It is a memorandum of an advisory
nature containing options and recommendations regarding

methods of interim and long-term assistance to the domestic
' sugar industry. The memorandum contains the President's

handwritten notatlons which reflect hlS pollcy preferences;
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6. One page memorandum dated May 24, 1977 from Secretary
Bergland to the President, the-subject‘of which is "Proposed
Provisions of ‘Sugar Program”. It is a memorandum of an
adv1sory nature concerning recommendations and approval of a.
price support program for sugar. The memorandum contains
the President's handwritten notations which reflect his
policy preference.

The memorandum has one attachment: a draft press
release dated May 23, 1977 regarding the proposed sugar
prlce support payments program.

7. Ten page memorandum dated November 7, 1977 from Stuart
Eizenstat and Lynn Daft to the President, the subject of ‘
which is "Implementations of the de la Garza Sugar Program".
It is a memorandum of an advisory nature which contains a -
review of, options and recommendations relating to the price
support of sugar, including implementation of the price
support loan program mandated by the de la Garza amendment.

8.'- Three page memorandum dated July 7, 1977 from Stuart
Eizenstat and Lynn Daft to the Pre51dent, the subject of
which is "Sugar Policy". It is a memorandum of an advisory
nature concerning the status of negotiations relative to the
International Sugar Agreement and a review of and options as
well as recommendations relating to the imposition of tariffs
on imported sugar and the effects thereof. . The memorandum
contains the President's handwritten notatlons whlch reflect
his: pollcy preference.

9. Two page document consisting of the Minutes of the
August 1, 1977 meeting of the President's Cabinet. This
document memorializes the information, advice and recommenda-
tion provided the President by his Cabinet, including Secre= L
tary Bergland, regarding the passage of the de la Garza . ’ , N
amendment, legislative efforts of the Administration in that ‘

"regard, as well as matters pertalnlng to the Internatlonal

~ Sugar Agreement. : :

10. Six page,letter dated December 29, 1977 from Acting
Secretary of Agriculture John C. White to the President.
The subject of which is "Sugar Import Duties and Fees".
It is a document of ‘an advisory nature COntaining options
and recommendations regarding problems arising from the
imposition ‘of fee schedules on 1mported sugar.

11. Three page mermorandum dated April 15;'1977 from Secre-
tary Bergland to the President, the subject of which is
"Sugar Policy". It is a memorandum of an advisory nature
-containing optlons and recommendations concerning the estab-
- lishment of price support programs and tarlffs on: 1mported
sugar. . _

12. Three page letter dated November 8, 1977 from Secretary
Bergland to the President. It is a document of an advisory
‘nature contalnlng recommendations concerning import restric-
tions and the issuance of a Presidential Proclamatlon imposing
import fees upon sugar. »

The letter has two attachments: a four page Proclamation
regarding import fees on sugar, ~sirips, and molasses; and a
. four page Proclamation regarding modification of tariffs on
certain sugars, sirips, and molasses. No claim of executlve
privilege is made as to these attachments.




13. Three page letter dated October 20, 1977, from Assistant
Secretary of Agriculture Dale Hathaway through Secretary
Bergland‘to Stuart Eizenstat, the subject of which is "Action
on Sugar - It is a memorandum of an advisory nature con-
cerning the timing of establishing a pr1ce support loan
program for sugar. oo

The Memorandum has one attachment: a one page undated
document setting forth the stocks, consumption and price
(current and support), and imports of sugar.

l4. Three page letter dated December 29, 1977 from Secre-
tary Bergland to the President. It is a document of an
advisory ‘nature containing recommendations concernlng the
issuance of a Presidential Proclamatlon 1mp051ng 1mport fees
on sugar. : »

The letter has one attachment: a five page draft-
Proclamation regardlng import fees on sugar, sirips, and
molasses. S

15.' Seven page memorandum (unsigned) dated March 31, 1977,
the subject of which is "Interdepartmental Task Force on
‘Sugar". It is a memorandum of an advisory nature containing
options and recommendations regarding the methods by which
price support could be provided for domestic sugar.

'16. Five page memorandum dated February 25, 1977 from
Secretary Bergland to the Economic Policy Group, the subject
of which is "Sugar ‘Policy". It is a memorandum of an ad-.
‘Vlsory hature containing recommendations and options regard-

- ing the International ‘Sugar Agreement as well as the establlsh—
ment and terms of a sugar price support program .

'17. One page memorandum dated November l, 1977 from Secre-
tary Bergland to Stuart Eizenstat, the subject of which is
"Telegram from Senator Long, et al. Regarding Sugar Price
Support". It is a memorandum of an advisory nature which
contains a characterization of the deliberative process
involved in the establishment of the sugar prlce support-
‘programs.




and advice to me would adversely affect the public interest.
I therefore assert this formal claim of executive privilege

as to the documents described in Exhibit A.
e

JIMMY CARTER .
President of /the United States

Washington )
y ) ss.
District of Columbia)

Subscribed and sworn to before me this - day of August,
1978. | | — - -

NOTARY PUBLIC




UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF IOWA
CENTRAL DIVISION '

‘'NATIONAL CORN GROWERS ASSOCIATION,

)
INC., et al., )
)

Plaintiffs, ) : . :

: ) Civil Action No.

V. ) _ :

: . . ) 77-298-1
ROBERT S. BERGLAND, et -al., ) : :

_ _ A . v )
_Defendants; )

AFFIDAVIT_AND_CLAIM‘éF PRIVILEGE

I, Jimmy Carter, being duly sworn, do depose.and say as’
follows: | N |

1. I am the-Presidenﬁ of the:United-States.'

2. I understand that plaintiffs Nationalvcdrn Gfowef§ 
Association,'inc. and Co:n.Refiners Association;*Inc;, haVe>
filed suit in the United States District Court fof_the
 rSouthern‘Di$trict of,Iowa,_ﬁentral bivision, égainét_Sécré6 
tary of’Agricuiture.Bob Eergland, among others.

3. 'I.haye been advised that on or‘about:Jahuary lb,”
.'11978, the p1aintiffs filed a First Request for Production of

 Documents which sought fourtéeh (14) categories of documénts
Within'therpOSséSSion and‘cOﬁtrol of thé Secretary of Ag#ii‘
culture. | |

4. -I.have peréonaily révieﬁed tﬁenty—oné”(Zl) doéuments
.presehted to me by my-Coﬁnsel and which I undérstahd are |
sought by the plaintiffs. - Seventeen (17) of_theSé'dOCuméhts,_’
‘'some of which bear my handeitﬁen notations,~ére described .
in the list attéchéd_heréto as Exhibit A and are subject to

a claim of executive privilege as specified below.




5. -The;documents'described in Exhibit A consist of
minutes of‘a cabinet meeting as‘wellvas'commnnications
between officials of the Department of:Agricultnresand the
Secretary of Agriculture,‘officials.of‘therDepartment.of
Agriculture and my staff, the Secretary of Agriculture and )
me, and my staff and me. These documents set forth.and |
refleCt considerations, recommendations, deliherations, and
’;options, comprising part of the process by which govern-
mental decisions and policies'are fofmulated and.carried.out
and official duties and responsibilities are'dischargedf

| 6. The free and frank discussion mithin'the intra- and
1nteragency process w1th respect to the mandate of the
Department of Agrlculture to maintain a v1able domestic
sugar 1ndustry'through the provision of a prlce_support
payment program.and'a subsequent price support loan program
for domestic cane and beet'sngar is, in'my judgment) an
essential part of the decision-making process. To be effec-
tive, however, such communications,'reCOmmendations and | |
‘views must remain confldentlal. |

7. Productlon of the seventeen (17) withheld documents
wonld'neceSSarlly“recount the reasonlng, deliberations,
nexpreSSiOnsvof'views and-opinions'of'officials of the Depart-
‘ment of Agriculture and my staff 1nvolved 1n the preparatlon
of advice to me. The release of these documents would, 1n
‘my judgment, be injurious to the public interest and to- the
constitutional doctrlne of separation of powers because I,
1as President of the United States, need.to receive f:ank
recommendationS'and‘opinions from officials of the’Executive
“Branch and my'staff.to'effectiVely discharge my constitutional

duties. Any impairment'of'the'free flow of recommendations




EXHIBIT A -

| LIST OF DOCUMENTS UPON WHICH |
A CLAIM OF EXECUTIVE PRIVILEGE IS INVOKED

1. = Two page memoranduim dated November 11, 1977 from Stuart
Eizenstat and Lynn Daft to the President, the subject of
which is "Implementation of the de la Garza Amendment". It
is a memorandum of an advisory nature concerning options and
recommendations relative to the implementation of the de la
Garza amendment and 1mport restrictions, including the

- possibility of imposing tariff fees or duties on imported

- sugar. The memorandum contains the President's handwrltten
notations which reflect his policy preference.

The memorandum has'two'attachments: a two page press
release dated November 8, 1977 regarding the implementation
of minimum wage rates for sugar fieldworkers and a two page
press release dated November 8, 1977 regarding the implementation
of the sugar price support loan. program. No claim of executive
privilege is made as to these attachments. R

2. One page memorandum dated May 24, 1977 from Stuart
.Eizenstat to the President, the subject of which is "Pro- .
posed Sugar Program”". It is a memorandum of an advisory
nature which 'sets forth options and recommendations regarding .
the sugar price support payments program and the retention

by processors of sugar of part of the payments made there-
under as well as the exclusion of certain sugar crops from.
its coverage. The memorandum contains the President's hand-
wrltten notatlons which ‘reflect his policy preference.

‘3. Three page memorandum dated September 10, 1977 from :
-Stuart Eizenstat and Lynn Daft to the Pre51dent, the subject
of which is "Sugar Policy".- It is a memorandum of an advisory
nature which contains options and recommendations regarding
the establishment and implementation of an interim sugar
price support payments program and the price support loan
program. The memorandum contains the President's hand- -
- written notations which reflect hlS pollcy preferences.

4. Slx page memorandum -dated January 16, 1978 from Stuart
Eizenstat and Lynn Daft to the President, the subject of
which is "Implementation of the Sugar Price Support Program".
It is a memorandum of an advisory nature contalnlng options
and recommendations regarding problems arising from the
imposition of fee schedules on imported sugar. The memoran-
dum contains the President's handwrltten notations which
reflect his policy preferences.

'5. Seven page memorandum dated April 23, 1977 from Stuart
Eizenstat and Lynn Daft to the President, the subject of
which is "Sugar Policy". It is a memorandum of an advisory
“nature containing options and recommendations regardlng
methods of interim and long-term assistance to the domestic
sugar: 1ndustry. The memorandum contains the President's ;
handwritten notatlons which reflect his pOllCY preferences.

A ST ) RS S
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6. One page memorandum dated May 24, 1977 from Secretary
Bergland to the President, the subject of which is "Proposed .
-Provisions of Sugar Program". It is a memorandum of an.
advisory nature concerning recommendations and approval of a
price support program for sugar. The memorandum contains

the President's handwritten notatlons which reflect his
policy preference.

_ ‘'The memorandum has one attachment: a draft press
release dated May 23, 1977 regarding the proposed sugar
prlce support payments program. .

7. Ten page memorandum dated November 7, 1977 from Stuart"
Eizenstat and Lynn Daft to the President, the subject of
which is "Implementations of the de la Garza Sugar Program".
It is a memorandum of an advisory nature which contains a
review of, options and recommendations relating to the price-
support of sugar, including implementation of the price
support loan program mandated by the de la Garza amendment.

8. Three page memorandum dated July 7, 1977 from Stuart:
Eizenstat and Lynn Daft to the Pre51dent, the subject of
which is "Sugar Policy". It is a memorandum of an advisory
nature concerning the status of negotiations relative to the
International Sugar Agreement and a review of and options as
well as recommendations relating to the imposition of tariffs
on imported sugar and the effects thereof.  The memorandum .
contains the President's handwrltten notations Wthh reflect
his policy preference.

9.  Two page document consisting of the Minutes of the
August 1, 1977 meeting of the President's Cabinet. This
document memorializes the information, advice and recommenda-
tion provided the President by his Cabinet,  including Secre-
tary Bergland, regarding the passage of the de la Garza , N
amendment, legislative efforts of the Administration in that =~ ~ i
_.regard, as well as matters pertaining. to the Internatlonal ' ‘ ' '
Sugar Agreement.A

10. Six page letter dated December 29, 1977 from Acting
Secretary of Agrlculture John C. White to the President.
‘The subject of which is "Sugar Import Duties and Fees".

It is a document of an advisory nature contalnlng options
"and recommendations regarding problems arising from the
imposition of fee schedules on imported sugar. S

11. Three page memorandum dated April 15, 1977 from Secre-
tary Bergland to the President, the subject of which is
"Sugar Policy". It is a memorandum of an advisory nature
containing options and recommendations concerning the estab-
lishment of price support programs and tariffs on 1mported
‘sugar. .

12. Three page letter dated November 8, 1977 from Secretary
Bergland to the President. It is a document of an advisory
nature contalnlng recommendations concerning import restric-
‘tions and the issuance of a Pre51dent1al Proclamatlon 1mp051ng_,'
import fees upon sugar.

The letter has two attachments: a four page Proclamation
regarding import fees on sugar, sirips, and molasses; and a
. four page. Proclamation regarding modification of tariffs on
certain. sugars, sirips, and molasses. No claim of executlve
privilege is made as to these attachments.’




13. Three page letter dated October 20, 1977, from Assistant
Secretary of Agriculture Dale Hathaway through Secretary v
Bergland to Stuart Eizenstat, the subject of which is "Action
on Sugar. It is a memorandum of an adv1sory nature con-
cerning the timing of: establishing -a price support loan
program for sugar.

The'MemOrandum has one attachment: a one page'undated'
- document setting forth the stocks, consumption and price
(current and support), and imports of. sugar.

14. Three page letter dated December 29, 1977 from Secre—
tary Bergland to the President. It is a document of an &
advisory nature containing recommendations concerning the ,
- -issuance of a Pre51dent1al Proclamation imp031ng import fees
on sugar. -

The letter has one attachment: a five page draft
Proclamation regarding import fees on sugar, 51rips, and
molasses. »

15. Seven'page memorandum (unsigned) dated March 31, 1977,
the subject of which is "Interdepartmental Task Force on
Sugar". It is a memorandum of an advisory nature contalning
options and recommendations regarding the methods by which.
price support could be provided for domestic sugar.

l6. Five page memorandum dated February 25, 1977 from
Secretary Bergland to the Economic Policy Group, the- subject
of which is "Sugar Policy". It is a memorandum of .an ad-

: v1sory ‘nature containing recommendations and options regard- }
.ing the International Sugar. Agreement as well as the establish-
‘ment and terms of a -sugar price. support program. :

17. One page memorandum dated November 1,_1977 from Secre-
tary Bergland to Stuart Eizenstat, the subject of which is
"Telegram from Senator Long, et al. Regarding Sugar Price
Support”". It is a memorandum of an advisory nature which
contains a characterization of the deliberative process
involved in the establishment of the sugar price support
programs.




THE WHITE HOUSE
WASHINGTON

,'17 documents

We have claimed privilege
on all 17.




THE WHITE HOUSE
WASHINGTON

17 documents

We have claimed privilege
on all 17.



THE WHITE HOUSE

WASHINGTON

November 11, 1977

' MEMORANDUM FOR: d..[THE'PRESIDENT“’

FROM: . STU EIZENSTA®~

SUBJECT: ‘ 'HImplementIng ‘the de'la Garza
' ' 'Sugar Program '

© On Tuesday, the Department of Agrlculture announced regulatlons.
for implementation of the de la Garza sugar program  (press
releases attached at Tab A). Though the program will not
become operational for several more days, it is necessary to
- begin implementation of import restrictions now. : Pursuant
-to your ‘decision to use tariffs rather than quotas, Secretary.
- Bergland also announced that he would ask you to impose fees
- (tariffs) on imported- sugar. As you know, these fees are -
“necessary to prevent the price support program from be1ng
rendered 1neffect1ve by sugar 1mports. .

To 1mp1ement these fees, you are required to take three
-actlons-_ A _ ‘

(1) Issue a proclamation nander thé emergency provisions
‘of Section 22(b) of the Agricultural Adjustment
"Act imposing 1mport fees of up to 50 percent ad
valorem.' : : ) :

(2) As required under Section 22, d1rect the Internatlonal
- Trade Commission to make an investigation of the
- need for the imposition of import restrictions.

(3) Issue a proclamation under the Headnote of the _
- Trade Expansion Act of 1962 to raise the duty from
1.875 cents per pound to 2. 8125 cents per pound,
on average

The authori21ng documents'for each of these aCtions is
attached (Tabs B, C, and D). They have been reviewed and
epproved by the USDA, STR,_Treasury, State, and Justlce.



f: A few p01nts regardlng the duty.

o j

It will be a varlable duty, decllnlng as the world

. price rises. The fee 1mposed under Sect1on 22
‘ w111 decllne flrst :

-”The maximum amount of duty authorlzed is 6 1375 o
cents per pound. Of this, 2.8125 cents is authorlzed T

- under. the Headnote authorlty and 3 325 under -
'_jSectlon 22 . o o

'Sugar in tran51t from forelgn ports on the date of -':Va
the proclamatlon is exempted from the duty increases.-

Likewise, sugar sold on "forward contracts to be

- delivered by January 1l is also exempted from the -

~ duty increases.

'Sugar enterlng under the Generallzed System of
- Preferences (GSP) from designated developing
~countries will be required to pay the Section 22

portlon of the duty.

‘Certain sugar destlned for industrial use only

(accountlng for only 0.2 percent of total imports)

is exempted from: the Section 22 portlon of the-'
,duty. : : : -

We recommend that you approve these proClamations.‘ Your
'signature will implement the dec151on to 1mpose tarltfs*
- which you made a few days ago. :

: DECISION

Approved

~  Disapproved

o

UIONS"OT TNE United Staces lnternational Trade CommisSsion.



. fins (202) 447-6787
- fvid  (202) 447-4026
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US DEPARTMENT OF AGRICULTURE

' SECRETARY BERGLAND ANVOUVCES SUGAR LOAN PROGRAM PROVISIONS. -fr':* 'h i Y>JA~‘
WASHINGTON Nov. '8 -Secretary of Agriculture Bob Bergland today announced
.regulations for the 1977—crop sugar loan program required by the Food and
'Agriculture Act of 1977.‘ Wlth the initiatlon of the loan program, the Department
-w111 end the price support payment program announced earlier (see USDA press -
releases 2618-77 and 2855-77). - |
Under the loan program, ‘the Commodity CreditvCorporatlon (CCC) will offer
sugar processors loans of 14.24 cents per pound of refined beet sugar and 13 50
‘cents per pound of cane sugar (raw value)r | |
nx.v To qualify, processors(must‘pay producers at'least-the same prices set
‘»,under the paymentsbprogram. ?roducers,'invturn; must pay their sugar productiont
employees at least the m1n1mum wage rates (now being developed by the Department)
in order to be e11g1b1e for price support. | |
Loans will be accepted by state Agricultural Stahilizationnand Conservation.;““
"kASC)hcommittees in the.state'where the sugar processor is headQuartered.
The prev1ous payment program still applies to 1977-crop sugar'marketed through
' Nov.:7, if appllcation for payment is made no later than Nov. 22.- - |
.2>Other'major loan program provisions appear below.v
—-Loans can he made on refined beet sugar;‘raw cane sugar, cane syrup and

edible molasses made from 1977-crop sugarbeets and sugarcane for which producers
certify to processors that minimum wage requirements are met. :

- more -

4,270 : L}‘SDAv32_'§3<?,-_-'7'T

© _Appitcont for il Darsrtment prosroms will £3 given squal conticerstion without 1o0ord 1o raCe, color, 19X, creed or nationsl origin.




'——Sugar used as loan collateral must be in storage owned or leased by the

-fprocessor and must not have been reported as marketed under the interim .

pay'ments program.

——The intereSt‘rate'in effect at the time a loan is disbursed (currently 6

'percent)»will not change. Interest is charged only if the loan is redeemed.

—Loans will mature on the last day of the. eleventh month followlng the‘v

hmonth of d1sbursement, ‘but CCC may accelerate the maturlty date.-

f —A processor may redeen a loan at any time during the loan perlod but : l
at maturlty must either redeem or dellver the commodltj to CCC.\ ' e

' --CCC may take delivery in the processor s storage or may dlrect dellvery
to another facility. In either case, CCC will take title and, if the quantity

delivered times the loan rate covers the loan, w1ll con51der the loan as fully'

~

satlsfled

--The processor must, where CCC takes title in the processor's storage,
keep it in storage until CCC directs him to remove and deliver it to amother
designated place. CCC will make monthly storage payments after it takes t1tle

at a rate of not more than $0 000833 per pound, ‘per month.

-

- Forms to be used and other program details wlll_soon be available at

~state ASCS_offices in appropriate states..

USDA 3200-77
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fe  (202) 447-6787
fopavid (202) 447-4026

U.S. DEPAR TMENT OF AG RIC ULTURE

MINIMU% WAGE RATES FOR SUGAR FIELDWOR&ERS T0 BE SET BY USDA'

WASHINGTON Nov. 8 ——Secretary ‘of Agriculture Bob Bergland today announced
fthat he 1ntends to establlsh minimumn wage rates for sugarbeet and sugarcane fleld-
workers in carrylng out the sugar prlce support program authorlzed by the Food |

“pd-and Agrlculture Act of 1977. | | | |

| Before determlnlng the terms and_conditions of the ninimun.wage requirenents,z'
'comments are being'inrlted fron'agrlcultural WOrkers, representatives of‘labor, |
producers of sugarbeets and sugarcane, and other 1nterested persons.ﬂ COmments
should be mailed to the Sugar Branch Procurement and Sales Diviszon, ASCS—USDA, |
) fRoom 5741 South Buzldlng, P.0. Box 2415 Washlngton, D C. 20013 and must be . |
‘received by Nov. 21 to be assured of con51derat10n. o .

- The notice of ‘the proposed determlnatlon of mlnimum wage rates for sugar‘
h‘fieldworkers,‘whlch is scheduled for-publlcatlon in the Federal.Rgglster later.
_this‘week, points out'that the Food and‘Agriculture Act‘ofvl977Aprovideslno:

Fff guldance oz tandards‘to the Secretary in establishing the'waoe:ratesr7 The h

‘ Department of Agriculture formerly establlshed mlmlmum wage rates for sugar "
‘f1eldworkers under the Sugar Act of 1948 ‘as amended. That Act explred Dec. 31 |
1974. The purpose of the Sugar Act "falr wage prov151on was for producers to “

| jshare with their fleldworkers on a fair and reasonable basrspthe 1ncome_rece1vedv

from the sale of suoarbeets or sugarcane. However,.the'Sugar Act ﬁas‘also‘ |

structured in such a way as to assure con51stent1y remuneratlve prlces to pr03h5é£;

through its "fair price ’prov151ons- Department offlc;als said the prlce support'

loan program now being placed into effect doesbnot'have’a*parallel principle.

k269 ' o - more - ) : _' ' ," USDA 3208-77
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mvertheless, the Department intencs to establlsh wage rates which will result
-'in'rates that ‘as nearly as pos51ble, will‘be “falr ‘to the worker and “reasonable
‘to the producer. A | | '7’ . | : |

| The Department is requesting that all respondents to the invitacion for 3
comments keep all of the issues in mlnd when maklng thelr speciflc recommendations‘
on the level of minimum wage rates, the operatlons to be covered worker f_ _
classlflcatlons, and wage rate dlfferentlals among worker classificatlons;_‘
Informatlon is also belng sought on the hourly or plecework rates now prevalllng

for workers in sugarbeet and sugarcane operatlons,'other farming operations, and

nearby 1ndustr1al enterprlses.

T TR - usoa 3208-77
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-THE WHITE HOUSE

WASHINGTON -
May'24;11977

~ MEMORANDUM FOR: - THE PRESIDENT

 FROM: . S8TU EiZENSTAT ’ %
o o "LYNN DAFT 54

SUBJECT: - L Proposed Sugar Program

A draft announcement of the new USDA sugar program is attached
for your approval. You had asked Secretary Bergland to let

'you see it before it was made final. Upon your approval, these
provisions will be published in the Federal Reglster with an
invitation for comment._ :

Per your eariier 1nstructlons, the program w111 be effective

- with the 1977 crop. The eight different harvesting periods

- for the 1977 crop are described on page 2 of the proposed press
‘release. Stocks remaining from the 1976 crop will not be ;250
eligible for payment.

The other issue of some sen51t1v1ty is the magnitude of payment
to be retained by the processor. The USDA guidelines require
processors to pay the grower all the subsidy payment except a
reasonable amount to be retained to cover administrative over-

"~ head, not to exceed 10 percent of the payment. The USDA feels

. some retention by processors is necessary to (a) secure processor
;part1c1pat10n and (b) comply with the legal authority.

We recommend that you approve‘the»USDA_gu1del;nes as'drafted.

‘ Decision. | ' . C ;//Q/”’f
- - V/ ~_ Approve 3 7/

Disapprove
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_ THE WHITE HOUSE =~ ' ‘12‘
. WASHINGTON  'f'  - o '
September‘lQ,1977‘ | B —
MEMORANDUM POR. o THE PRESIDENT
o Q_J
FROM' o | ‘_‘1~'STU EIZENSTAT. A V/L

LYNN DAFT,:[

' SUBJECT: © sugar Policy’

" As Secretary Bergland reported earlier, the Deputy Attorney
General has ruled that the sugar payment program we announced
on May 4 is unauthorized. You will recall that the payment
to the processor was to be passed on to the prodhcer in
full, less any administrative expenses incurred by the

: processor in connection with receiving and forwarding the
. v payment. This, accordlng to the Deputy Attorney General,
"indistinqguishable in substance from a program of productlon
paymento, which the Act prohibits;...."

The sugar p*ogram pVOVlSlonS in the pendlng “farm blll"
include: : -

- a requirement that the price of 1977 and 1978 crop "
“sugar be supported through loans or purchases at a
" level between 52.5 and 65 percent of the parity ’
price. " In no case is the minimum price support
level to be less than 13.5 cents per pound raw
'sugar equivalent, the same level of 1ncome Sleort
we proposeo last May. :

== a requllement that the Secretaly of Agrlcalture'
establish minimum wage rates for agricultural
ployﬁes engaged Jn the progd LCt’On of sucar,

-~  authorization for thé. aocretar} to suspend the
" price support program whenever he determines that
an international sucar agrecment is in effect.
shich assures tie maintenance of a price for sugar
in the United States of not less than 13.5 cents
a pouncd. ’ ' ’

- the Conferees epcouraged the Scoretary to proviae -
supsert for 1877 crop. sucayr markoted botween. May 4
g tho (i(l" S ey [ RRAEIY B ecomasg OE.\C‘IC‘.{IJ.\’Q',
BE

”H,m SOMe couninsion remales ovor whal the Conferees
ied on thie point. '




With respect to a payments program, Secretary Bergland
proposes the following action, for whlch we would like your
concurrence before proceedlng

That we proceed with an 1nter1m payments program to operate
- only until the price support program is fully operational.

" The payment program previously proposed through the formal
rule-making process has been modified to overcome the objection
- of the Deputy Attorney General. The modified program would
require-the processor to pay the producer the same proportlonate
share of a raw sugar price of 13.5 cents per pound, as .
specified in existing contracts. The difference between the
actual return and 13.5 cents would be paid directly to the
processor. Assuming the program operates for a period of
~about 2 months (before being replaced by either an international
sugar agreement or the new farm bill price support program), :
‘USDA estimates it would cost $45 million. This is included .
in the FY 1978 farm program budget estimate in our memo to
you of September 8. The Secretary proposes to announce thlS
modified program 1mmed1ately :

_‘The Justice Department has ruled that the USDA proposal
meets requirements of extisting legislative authority for
prospective payments. Justice and Agriculture are continuing
to explore possible ways of maklng retroactive payments to
cover that part of 'this year's crop (mostly Hawall) that has
already been marketed. . : '

.To avoid further delay in the prospective payments program,.
we propose that it be announced immediately while we continue
to exzplore means for providing retroactive payments. There .
is no disagreement among'your advisors on this action.

“Decision - ///

2 L&, [ty s i
v ‘Concur f%/ ! JJ ¢ /j //'

Do not'concur

‘Assuming the "farm bill" is signed into law by the end of.

the month, compliance with the normal rule-making procedures,
including the conduct of wage-rate hearings, will mean. that
the mandated price support program carnot be implemented
before November 1. One alternative 1s for the Secretary,

using existing legislative authority, to implcmont part of

the price support program by Occiober 1. “here are significant
“drawbacks to doing -so, however. The International Sugar



Agreement negotiations are scheduled to begin in Geneva on
September 19 and continue for three weeks. . It would be.
‘highly desirable to avoid taking any trade restrictive

~action - such as would be required by the new price support

program --. that might disrupt. these negotiations. Since

- existing law does not provide authorlty for holding wage-

- rate hearings and establishing minimum wage rates, that part
- of the new program must necessarily await. approval of the
new law. - Finally, you have not yet indicated whether you
would sign the farm bill. Our initiation of the program
now, which the Administration opposed, would strongly'imply
that you 1ntend to approve the blll. : : - '

Secretary Bergland: thus recommends that we make the necessary 3
"preparations to implement the sugar program required in the
farm bill, but that we not implemént any part of that program
until the farm bill has been signed, public comments solicited,
"and hearings held to establish minimum wage rates for workers.

Your advisors all recommend that you concur with this action.‘

Decision

V// ‘Concur o -

Do not concur o : <<;7/"



" THE WHITE HOUSE SR ,;p,~,g'
" WASHINGTON _ o waf?}.
- January 16, 1978 ... . . .

MEMORANDUM FOR: = ’THE‘PRESIDENT

-~ FROM: - STU EIZENST
| | © LYNN DAFT
.SUBJECT:‘ S Implementation of the Sugar _

Price SuppoOrt Program

In the attached memorandum, Acting Secretary White describes
the problems they have encountered in trying to implement.
the sugar price support program and asks for your approval
of measures to .correct these problems.  Since one of these
shortcomlngs allows refined sugar to be imported at prices
that place domestic refiners at a competltlve disadvantage,
prompt action 1s requlred. . : :

Your decision on six issues is sought.lvA summary of each
- issue together with agency recommendations follows. . A more
detailed dlscu551on appears in the USDA memorandum -

(1) ’Should the prlce objectlve for. 1mported raw sugar be
'ralsed from. 13 .5 cents per pound to 13.8 cents per pound°

-Under the price support program, processors can obtaln _
‘non-recourse loans at 13.5 cents per pound, raw value. -
However, if sugar producers choose to repay their loans
- and redeem their sugar stocks, they are required to pay
an interest charge of 0.0675 cents per month in addition
to repayment of the principal. Thus, the market price
for sugar can be at or slightly above the 13.5 cent
support level and still be lower than the total payment
required for redemption of the loan. Under this
‘circumstance, there would be an incentive for the
processor to default on the loan and to acquire needed
stocks at the lower market prlce., :

To avoid creatlng this 1ncent1ve,_the USDA recommends

that the price objective for imported raw sugar be

raised above the 13.5 cent loan level sufficient to
compensate for this charge. The loan level would _
remain unchanged at 13.5 cents. They estimate that a

price objective of 13.8 cents per pound will be required

to encourage repayment of loans and help avoid CCC take—~over

T ik



‘of stocks during the first third of 1978. To date,

loans of $24 million have been made.. To the extent

~this higher import price objective helps avoid defaults

of CCC loans, it will reduce budget exposure. Unfor- . .
tunately, it is not possible to estimate the magnitude -

of this exposure with any precision. There will also

be a marglnal political advantage for domestic sugar
interests in that the higher price objectlve will ) '
further tip the competltlve balance in favor of domestlcally
produced sugar. : :

The pr1nc1pal drawback to the hlgher prlce objectlve is .
that the higher tariff it requires will tend to cause '
domestic prices to rise faster, though the very large
stocks that have accumulated over the past few months
in ant1c1patlon of the hlgher tarlff will serve as a

- brake : to thlS 1ncrease. : S :

OMB concurs in the USDA recommendatlon in the 1nterest o
of holding budget costs down. We consider this a close -
call. Though we are concerned with the incremental -
1nf1atlonary impact, DPS feels that the budgetary

threat is more immediate and therefore concurs w1th the
USDA/OMB recommendatlon. : L :

CEA, State, STR, and Treasury feel the prlce ob]ectlve:'
should remain at 13.5 cents. CEA argues that once the
existing excess stocks are worked down, the domestic @
and imported price will be equalized, leaving no reason -
for processors to place sugar under loan except as an
interim cash flow aid. They go on to argue that this

is a service for which processors should be required to
pay, especially since the 6 percent interest rate well
below commercial rates, already represents- an advantageous
subsidy. Treasury feels that there is a low risk of

'CCC take-over Of stocks with a price objective of 13.5 .
cents. State argues that raising the price objective
would be costly to consumers and would be oercelved
internationally as a protectlonlstlc actlon._

DECISION

Raise price objectlve to 13 8 cents (USDA,

/ OMB, DPS) = | |
) ~ Maintain 13.5 cent price objeCtivee(CEA,‘.v .
’ STR, State, Treasury)

< o . <




(2)

Should the variable’fee pfovided'in Proclémation“4538,

which you issued on November 11, 1977, be replaced o

".W1th a fixed fee?

USDA concludes that‘the variab1e fee now in USévsuffers

from two major problems: (1) it is susceptible to.

’-.manlpulatlon and fraud and (2) it is exceedingly dlfflcult

to administer, given the valuation procedures used by
Customs. As a result, USDA recommends adoptlon of a
fixed fee of 3.0 cents per pound for raw sugar. They

‘estimate that a fee of this magnitude would brlng the

price of imported raw sugar to the 13.8 cent price
objective they recommend for the first four months of
1978. This fee is based on the average spot prices

- quoted during mid-August to mid-December of last year

for sugar to be delivered in the first quarter of thlS
year. The level of this fee will be changed in the
future, consistent with changes in market price. To
the extent this is required, it will nece551tatev

‘addltlonal Pre51dent1a1 proclamatlons.

OMB and DPS concur w1th the USDA recommehdation of>a“

fee fixed at 3.0 cents. Treasury and State agree that

" a fixed fee should be used but that it should be set
. lower. ' Treasury recommends a fee.of 1.7 cents per
‘pound; State recommends 1.5 cents. - These lower . fees

are consistent with the lower price objective they -

recommend and with their judgment that the appropriate

world reference price is somewhat above that assumed by

- the USDA. STR favors use of a fixed fee, though they .

believe. it should be based on a formula and adjusted
periodically. CEA still considers the variable fee as
being the most Iogical, but recognizes the difficulties
in its administration. 'CEA thinks a 3 cent fee is too
high and would further add to consumer costs. Also, it
is unnecessary to protect the CCC loan program. - ‘

DECISION

Fixed fee of 3.0 cents (USDA, OMB, DPS)
Fixed fee of 1.7 cents,(Treasury)')#Uaﬁ;%;:;4;
Fixed fee of 1.6 cents (CER) - _ W’l /_?Z,c[ '

Fixed fee of 1.5 cents (State)

£



(3)

What level of 1mport fee protectlon should be prov1ded

_for reflned sugar’

'The'proclamation’that-is now in effect makes no dis-'

tinction between raw and refined sugar.  As a: result,f
refined sugar imports have escaped the fee, placing '
domestically refined sugar at a competitive disadvantage.

The USDA proposes to correct this by imposing a fixed
fee of 3.35 cents per pound. As with the fee on raw

sugar, this fee is designed around a 13.8 cent price
objective, raw basis. It assumes U.S. refining costs

" of 4.0 cents per pound. Excluding refining loss (which

is calculated at 8 percent of the raw sugar price),
this fee also assumes that refining costs, on balance,
are about the same in other parts of the world as 1n

- the United States°

OMB, CEA, STR, and DPS concur w1th thlS recommendatlon.
However, State recommends the fee be 1.85 cents and
Treasury recommends that it be 1.94 cents. Though the
domestic refining industry, which has been seeking a

zero quota on refined sugar imports, will not be happy

with a fee of even 3.35 cents, your advisors are agreed
that it offers ample protection against foreign com-
petition. To help ease the problem refiners will have

with this decision, USDA proposes that: (1) we emphasize
-the emergency nature of the authorities being used; (2) -

that we ask Customs to report values on a daily basis
so that we can closely monitor the price at which any

_imports are entering; and (3) that we announce that

dumping will not be tolerated and if we find evidence

- of dumping, prompt action will be taken to curb it,

DECISION

_ v//- 3.35 cent fee (USDA, OMB, CEa, STR, DPS) »:' | gj

1.85 cent fee‘(State) ' _,:.: ziec&ﬂv3¢Z$e

1.94 cent fee (Treasury)



(4)

Should the International Trade Commission be directed -
to expand 1its ongoing investigation to 1nc1ude sugar-
containing products’ ' o

The.existing and proposed fees on imports of raw and
refined sugar create a strong economic incentive for
importers to seek ways of importing sugar in forms that -
would not be subject to the import fees. The USDA
therefore recommends that you direct the International

~ Trade Commission to expand its ongoing 1nvestlgatlon to

1nclude sugar-contalnlng products.

All commenting agenc1es concur in thls recommendatlon

which can be accomplished by signing the attached

'letter to the Chairman of the ITC..

DECISION ‘

(5)

V//’ Approve (USDA, OMB, * Treasury, STR, DPS)

Dlsapprove '

Is an exceptlon to be granted for a Malaw1 shlpment .f'~'
delayed in transit? .

-State has recommended that a limited'exCeption be

provided for a cargo of 10,000 tons of Malawian sugar

" that has been delayed in transit. The cargo was

contracted in August for delivery in 1977 but was

‘delayed by a breakdown in rail service between land- . -

locked Malawi and the Mozambique port of export. The "
cargo, which normally would have easily fallen within

the forward contract exemption of the earlier proclamation,
should now arrive in January. Assessment of the fees -
would largely w1pe out the 1977 profit for Malawi's

sugar industry. ' Given the relative macnitude of .the

‘loss .to Malawi and the slight effect of U.S. interests,

State and DPS recommends the exemptlon-_ No other
agenc1es commented. : _ :

- DECISION

Grant exemption (State, DPS)

- Deny exemption



(6)

Is an exception to be;granted for anyﬁother shlpments

that might have been delayed entry by January 1, 1978
due to adverse weather cond1t10ns7

' Senator Sparkman brought to our attention.three other-:

cargoes that are in very much the same situation as. the

‘Malawian cargo. Customs has since confirmed his report.

Two of the vessels were bound to the Port of New Orleans

. from the Dominican Republic with cargoes for Colonial
" Sugar. BAnother was due in New Orleans from Guatemala with

a cargo for Continental. They arrived offshore on ,
December 28, 1977, but were delayed by a heavy fog at
the Southwest Pass entrance to the Mississippi River.
Because of the fog, they were unable to enter the
jurisdictional limits of the Port of New Orleans in :
time to avoid payment of the addltlonal duty, which took
effect January l. . _

'Senator Sparkman would be genulnely grateful and it

would win us points with Senators Long and Johnston if.
this exception were granted. Frank Moore recommends
approval and we concur. The necessary wording has been
added to the proclamation to take care of this situation
and any others that mlght have occurred of a 51m11ar

- nature.

' DECISION

',V('d Grant exemption (Frank Moore,'DPS)%?i

Deny exemption



 MEMORANDUM FOR: . »_f - THE PRESIDENT

FROM: oo smU EIZENSZ? \!LLV.

‘ ._LYNV DAFT

SUBJECT: - - :',-’ o .' - Sugar Pollcy

By May 16, l977.y0u must decide whether import relief )
for -the domestic sugar industry is in the national eco-
nomic interest and, if it is, what form of relief you

.. will proclaim.

BACKGROUND .

- The U.S. Sugar'Industry. 1Historically; £he U.S. has
- produced 50 to 60 percent of its own sugar needs, im-

porting the remainder from various countries in Latin

‘America (56%), Asia and Oceania (33%), and Africa'(S%)f

. Sugar beets are produced on about 12,000 farms with

production concentrated in California, Michigan, Idaho,

and Colorado. Sugar cane.is produced on 1,400 units, most
of them in Hawaii, Florida, and Louisiana. Of U.S. sugar

production, beets account for 60 percent, cane 40 percent.
Costs of production vary greatly from region to region

~with the lowest costs generally found among Minnesota beet

producers and the highest costs for Louisiana cane pro--
duction. The USDA estimates that efficient units in this
country can produce at 13.5 cents per pound of raw sugar.

'Competltlon from corn. sweeteners has lncreased malkedly in
.recent years, partlcularly with the developinent of high

fructose corn syrup (HFCS). Corn sweetencrs now account
for nearly 25 percent of the U.S. sweetener market, up from
15 percent in 1970. Given the relatively low production
costs of corn sweeteners (about 10 cents per pound for

i Cw)"their share of the U.S. market is exp ected to con-
tlnwe 1ncrea 11g S '
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tcx3 zzzx2d 1in novcmocr 1“14

-izz z2xopigslon had its roots -
souh zrought on excessivc
griczs Zrom 1965-068. . Though
he : 2%, preoduction did not
adequately ugar coasumpti ion exceeded
production o 370 and 1972.  The record hlgH
‘prices of 1 2 ignificant increase in U.S.
acreage dev e‘-b r beets the following year. This

resulted in 2 much zr domestic ¢rop in- 1975 and 1976.
This, plus 1ncrbaoed bget and cane production’ in other .
countries around the world, caused sugar prices to tumble.
In late 1976, the world price fell below 8 cents. Since. these
prices are at or below the cost of production for many of the

‘world's sugar producers, production plans this year have been:

scaled down. The April 1 planting intentions report for the
U.S. shows a 12 percent drop frem 1976 sugar beet plantlngs.f
This, coupled with a drop in the forecasi Sovieb crop and
exp°ctations for an internatiomal. sugar agreement, have
caused market prices to rebound. New York spot prices for

‘raw sugar fluctuated metween 13.0 and 13.5 cents this past

week. Futures prices for the next. 18 months: are huldxng
relatively consLanL at about th*s level. -

-”he ‘e are two lone- run econonmc probLens fac1ng tn" U S.

sugyar 1naustry. ‘One is the high degree of world market price
instability that has historically led to the\"boom or bust"

- cycles just described. The other is a continuing neced for

resource adjustment made necessary by the development of new

technologles (é.g., liguid HFCS. . . and a-gran nulated HFCS
is probably not far OLE) and Jncrca51ng conootltloﬁ from

_forglgn sugar p oduc;rs.

HPolicy Setting. 'For over 40 ycars, the Sugar’ Act proh 'téd

U.S. sugar, producers from foreign compestition through

restrictive country- by—country inport quotas. - This aubno_it
expired in December 1974, in the n‘dDL of rising sugar p;lccs.
When the Sugar Act expired, the U.S,. adopted a non-restrictive

- gquota of 7.0 million short tons and a 0. 625 cent per pouu“

someé iOLm of

teriff. © With sucar'pricbs falling throughout most of 1975
and 1976; 'an“sules mounted within the infustry toe reinstituta.
protecticen. In rogcion ha Senate Finance
lLyCL on Scptember 17, 197 :

Comi 2 an International

zb



R L NN ey oY S Bt it e Ceemn ol Vi e 2
Trade Commizsizn (ITZ) = - estigation. A few
days later nT orIsioinoras 2 tariff to 1.875
cents per Ts.ni. Iho@lLlTion, = rican Farm Bureau
Federaticn sexizicnad T:: Speci=z resantative for Trade
Negotiaticns {378} for -2 rempcw sugar from the list
.of articles =ligible tc receivs frec treatment under
_the General zed System cZ Prefer (GSP) T

"Thc_ITC'reportea to you on March 17, 1977 the results of
its investigation relating to sugar. . Four of the six ITC

Commissioners found that the dom: astic sugar industry is
threatened with serious’ 1n3ury due to 1ncreased imports.

The recommendation of the ITC regarding import relief was

made by three Commissioners who recommandad the leO"lthQ
of an annual quota of 4.275 million teons of sugar for
calendar year 1977 and for each calendar year thereafter
up to and including 1981. The quota would be allocated

ﬁamong supplylng countrles on a basis yo determine to be

ecu1tab1e.

" Any decision, other tham the remedy recommended by the ITC,

is subject to possible Congressional override, which would

force implementation '0f the ITC reccmmendation. .There has

been considerable Congressional interest in this case.
Long

-Predictably, producer -and consumsr. interests are on opposite

sides of the issue. enerally, however, Congressional corres-
pondence has favored some form of a531stance for the sucar :
1ﬂdustry.

- In aadltlon to reviews of tho ITcC repo*t and the GSP

patition, which have been carried out by the Trade Eoll“"
Staff Committee (TPSC), chaired by STR, the sugar u“SulCﬁ
has also been discussed on two occasions at the LPG._ L
separate memorandum from the EPG is attachad, as is
memorandum from Secretary Bergland. - :

'.TUTJRE POTICY RLCOWHJHJATIONS

'In considering future sugar policy, it is useful to separate
those solutions that can have eoifzct over the leonger-term
“from those that are more atunod o tha immadiate problenms

facing the industry.
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v,

an *nucrnu+ ional

Longer-Teor™ -il.T.20. T mat
Sugayr Agreriizit I5s) L= zerm solu**o to tha .
problem cf Tolvaliarasio lcss. An” 1nuvrndziona1
conference nzyziilats : on Lprll 18.  The
United Statz2s will b2 tz'i . *o’e in this conference
nd will sea: 30 agreemsnt cludi loor and ceiling
rices, that will enabls U.S. douestic sugar .price objec,lvas
to be achieved.. Since a year or more will be required to .
negotiate a: implement zn ISA (even assuming the negotiations

go as well as ex pected), the EPG concluded that some. form of

“interim assistance should be provided to domestic proJucers.

It is this interim a551stance to which the renalnder of this
memorandum is dﬂvoted.

'Interwm Ass;stance._-Neither thé-”PSC or-the,EPG could

support a restrictive 1moort qguota system for sugar for the

follow1ng reasons:

° It would have an 1nf1a;10nary imsact costing _
consumers about $295 million for every l cent per
pound 1nc1ease in raw sugar prices.

° Quotas are inconsistent with our policy of world
trade liberalization. . . would invite retaliation
. . .and could jeopardize the success of ISA
negotiations now underway. o

° Would depress world market prices for sugar,
- adversely affecting the export earnings of a
large numbe; of developl g countries.

° By enhancina U.S. market brice, wsuld accelerate the
‘ sub°*1tutlon of corn cuected rs for sugar.

to dOIOStlp proJucers since U.S. produc '
receiva only 55% of additional expenditures. . .'V
balance vould probably take tha form of windfall
profits to either domestic refiners or foreign .

producers.
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This is similar to the systém now used to support the
incomes of grain producers. Income support (deficiency

aymnants) would be provided to domestic pdroducers to ensure
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a price of at least 13.5 cents per pound This can be
done under ex 1st1ng leglslatnon._
the least expensive in. economic terns,

budgetary outlay equal to about $129 million for

it would involve a
~each one

cent decline in the U.S. price below the 13.5 cents targst.

- As noted above, sugar prices in the U.S. have strengthenad
recen;ly in response to a number of bullish devslopments

Althouch this option is

in the market and are now in the range of 13 to 13 5 ccnts/ﬁb

tnough the trend cou1o reverse.

Other: anvantaqev_of this optlon are th L it:'

~°  Provides help to domestlc proJucers while
' v01d3ng import ICStllCulonS. : S

°.. 'Av01ds windfall profits to impox ters or.
forelgn pro*ucers. o

°© 'Av01us dlsLortloﬂs in market s, thereby
not adding to food price in |

"Disadvantages beyond bLcht costs 1nc]um_. '
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farm workers and the corn swee
block paymazats by court :
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are thLsed the 1 rizv to make such
payiients exists.
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espocially . w3 .




=~ G

his reocc
“3, Con,
rough &y z
oan :
quot new zor z z
is sct et 1 _ N3 o 2cund., . In it
is reflective o Rg:i:::ture':‘pridr'pcs
- choice woulé t2 “ro actiza,” but if assi
provided, thzy prafer thiz icn. Also
the Hill indicate th el licy would
‘to those representing sugar produ -1ng int
also be favorazbly re eived by for elcn pro
Approve V/(v .
Disapprove
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GSP —- Status of Sugar

'As noted, the American Farm Bureau has p= it ioned that sugar

be withdrawvn from duty-free treatment for developing countries
under GSP. The TPSC has decided to turn down the petition '
since imports of sugar entering under G:? account for a small
pelc;nuaae of total imports ané do not depress price levels
in the United States. 2lso, removal of sugar from GSP would
not be respon51ve to the 1nterests of developlng countries.
ConcUr s R _)7 7f
S "' ” 12 ! 2 L
éﬁ%&iﬁe 1{, |

Do not concur

Eight countries that were ineligible for GSP for sugar in

1976 can be designated in 1977. They are Panamal_Jamaica,,
Guyana, Columbia, Brazil, Argentina, Thailand, and the

Republic of China. If you concur with the above decisien, -
the TPSC will consider whether to recon vena any of the:a
countrlea for de51onaglon.v K S . :

'Wc feel it would be wise to announce your oVefall decision

on sugar -policy prior to the London summit. = Assuming you
approve thé position recommended above, it will enhance your
trade 1ibcralization iﬁage.f T . :

1b°oquent to youtr decxslon, STR- w111vprepare:” (1) an STR
press release announcing your decisicon; {2) a letter to the
Sccretary of Agriculture directiin

<
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WO T r;nJuM-vhu woild be publis! « st
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DEPARTM ENT OF AGR[CULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C.20250 - = . ﬁ o

May 24, 1977

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT:

Bob Bergland g o
" Secretary ;4

‘Proposed Provisions of Sugar Program

You asked to see our proposals for operatlng the sugar
program before they are announced.» -

A notice of proposed rulemaklng must be publlshed and

interested parties given at least 30 days for comment.

I have attached the complete statement of proposed
provisions. Our resolution of the two controversial
provisions are noted below, '

1. Payments will be made on sugar marketed after May 4

from the 1977 Crop. (Stocks in processors' inventories
as of May 4 will not be eligible for payment.) '

2., Processors are required to pay the grower all the Snbsidy

~ payment except a reasonable amount to be retained by
the processor to cover administrative overhead associated
~ with the prﬁzram This is necessary to secure processor
part1c1pagaon, but in no case may it exceed 10 percent
- of the payment. :

Upon your clearance, the following provisiens will be'
announced by the Department and published in the Federal
Reglster.

Attachment

-

;1cz£47¢
. Cogrt




© McDavid (202) 447-4026

U.S. DEPARTMENT OF AGRICULTURE i

PROPOSED SUGAR PRICE SUPPoRT PROGRAM OUTLINED BY .SECRETARY BERCLAND:

WASHINGTOV May 23—-Secretary of Agriculture Bob Bergland today outlined

:some of the proposed prov131ons of the sugar pr1ce support payments program. :
The programbls belng 1nst1tuted in reSponse to the request of Pre51dent Carter
11n his dec151on announced on May 4
The President requested the Secretary to institute the'program on the;haSiS‘
of a strong belief that. a viahle domestic sugarsindustry:is vital’to the economic
well—being of the American people. - He decidedlthat, pending the negotiation'of‘auv
f'Internationai Sugar Agreenent; a.program which offers paynents}ofiupvto two cents ‘
per pound_of.sugar was necessary‘to aSsiSt'U;S. producersvandlprocessors through
- the present periud o% iow prices. ‘These payments vdll help coverithe costs of
production. *‘i N |
Thevobjective of the program is to support‘pricesdin_the narket place for
Sugarbeet and'sugarcane-growers through payments made to sugar processors. ‘This
- is authorlzed by Sectlon 301 of the Agrrcultural Act of 1949 as amended (7 u. S C.ij
1447) The| statute does not authorlze the Secretary to make dlrect payments to
the growers since such payments would not support the prlce Wthh growers would
lrece}ve in the market place.
':The Supportdprice uill be 13.5-cents per pound, raudsugar equiualent."this
'price was'determined to be.the level.ofvsupport necessary:to couerrthe aVerage :
cost of producing and process1ng sugarbeets and sugarcane in efflclent donestlc
' produclng areas. The program will be effectrveﬁ:;: the 1977 crop year. .Sugar rn‘
inrentOFy from crops prior to 1977 will not be ellgrble for price supporth.j

[
- morec -

Apgitcants lor sl Depertrment Progesms whi 58 piven oqual Conticerstion without 1300rd 10 13<8, color, sax, Crowd Of nationsl origin..
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The proposed program’includes the follouing general provisionsE‘”

tl. The 1977 crop year would be defined, by area, as sugarbeets and , sugar-— |
'~ cane generally harvested durlng the followxng periods: :

Sugar Producing Area o HarVESting Period

A. Mainland Beet | - e _
‘A1l States, Excludlng Californla EUR SeptemberJNovembet'l977

‘and Arizona o
~California, excludlng southern =‘ o June 1977 - February 1978
area S
Southern Callfornla S : March-August 1978
Arizona - lowland area . : : - v April-Jine 1978 -
Arizona - upland area = . - . September-November 1977
B. Mainland Cane | . S s |
. Louisiana . October 1977-January 1978 s -
" 'Florida ) ST " October 1977-May 1978 . '
Texas o : ' B October 1977-May 1978
. C. Hawaii - : ' . | ;k," Calendar Year 1977
D. ' Puerto Rico . December 1977-July 1978

2. ‘Raw cane sugar and refined beet sugar marketed from the 1977 crop on
or after May:4, 1977, would be ellglble for price support payment ‘ :

» 3. The basis of payment would be the dlfference between the U.S. weighted
average price, raw sugar equivalent, received by processors each quarter from
the sale of sugar 1n the market place and the Support price of 13. S cents per
pound : : .

. 4, 1If the national average market price received by processors is less than thc
support price of 13.5 cents per pound,’ processors would be paid .the difference up to.
a max1mum of 2 cents per pound :

S. If the national average market pr1ce received by processors is more ‘than the
:support pr1ce of 13 5 cents per pound no government payment would be made. »
6. Payment would be made on the quantlty of sugar nmrketed by the processor ;i'
~each quarter, except that the initial “payment period" would cover 1977 crop :
sugar marketed from May 4 through June 30, 1977. e

To be eéligible for program payments, it is proposed that the grower and processor
would have to cowmply with spec1f1ed requirements. The proposed program wOuld; -

require that the:

- 1. Grdwer and processor have a written contraect stlpuIatlng the grower's
share of proceeds from the sale of sugar in the market place and the method of
payment.

- more



‘ '~ 2. Processor pay the grower all the price support payment. except a
reasonable amount which may be retained by the processor to cover adminis-.

trative overhead associated with the program. 1In no case may this amount . °

exceed 10 percent of the price support payment; L :

. 3. Processor certify the quantlty of - sugar in inventory at the beginning ‘
of the 1977 crop harvestlng period. .

4. Processor certlfy and submit a report show1ng the quantity of sugar -
marketed from the 1977 crop each quarter and the actual proceeds received

therefrom.

‘5. Processor certify that growers have been or will bedpaid in accordance
' with their contractual agreement before any price support payment is made. .

"~ The Department intends to include the provisions outlined by Secretary .
Bergland in a Notice of Proposed Rule Making to be published in the Federal
Register in the near future. Interested persons will be invited to comment"
on the details before they are adopted. :
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- .consumption.  The 13.5 cents per pound minimum support

'THE WHITE HOUSE

WASHINGTON

__.  NW—?H—?—{

MEMORANDUM FOR. .. THE PRESIDENT . Gﬂ$h°fnj%!

FROM = . STU EIZENSTAT S’M
| o  LYNN DAFT f@ §
SUBJECT: o 'Implementatlon of the de la Garza
o Sugar Program

The Department of Agriculture is now making final prepara- -
tions for implementation of the de la Garza sugar program, .
as required by the Food and Agriculture Act of 1977. As

we reported earlier, Senator Dole threatened to seek pas-
sage of a joint resolution of the Congress to override

your May 4th decision rejecting the ITC recommendation of

a restrictive quota. In an effort to head-off this

- resolution and to facilitate passage of energy legisla-
-tion, the Department of Agriculture promised to implement

the de la Garza program by November 8th, a month earlier
than we had planned. Satisfied with this response, Dole
withdrew his resolutlon. BN :

‘We would like your guldance before announcing the program.

A brief description of the current market 51tuatlon and a
review of recent pollcy actlons follow.

The WOrld.Outlook .

The 1977/78 sugar beet and sugarcane crops are expected to

- total 89 million metric tons -- 2.4 million tons more than

last year. Ending stocks will increase by about 4 percent,
keeping downward pressure on world sugar prices throughout

'the coming year. The world price is now about 9 cents per

pound, raw value basis (or about 11.5 cents landed in New

 York) .

The Domestic Outlook

- Overall, the outlook for calendar year 1978 is for a

smaller harvest, a reduction in imports, a draw down in
stocks, and a decline in per capita and total sucrose

price of the de la Garza program and the interim direct“f"
payment program is not, expected to stimulate production.
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'In fact, production will contract in some areas and for
1978 is expected to be 5 9 million short tons, down 4°
percent from this year. Stocks have increased 600,000
~tons over the last 12 months and are now 1 million tons
above normal working levels. Presumably, much of  this
“additional stock accumulation has occurred in anticipa-
tion of implementation of the Food and Agriculture Act of
1977. We do not have a good fix on the distribution of
these stocks though all segments of the industry appear .
to be holding additional stocks. Uncertainties about
world production adjustments resulting from 1mp1ementa-'
tion of the ISA, plus uncertainties about the size of

-~ the 1978 crop, are expected to keep domestic stocks

" above the levels of recent years. Still, a substant1a1
stock draw down is expected in the first half of 1978.

High fructose corn syrup (HFCS) is expected to- capture
most of the growth in sweetener use in 1978 resulting

from population growth. HFCS production will account

for about 9 percent of total domestlc sweetener use in
1978. :

The International Sugaf'Agreement

The new Internationel Sugar'Agreement (ISA) recently con-

cluded in Geneva is now open for signatures. The
agreement can enter into force on January 1, 1978, or as’
soon thereafter as enough governments ratlfy the agree-
ment or agree to apply it provisionally. . The ISA will
rely on a combination of export quotas and stock accumu-
lation and release to defend a price range extending
from a world price floor of 11 cents to a ceiling price
of 21 cents per pound. This range will be subject to

- review and possible adjustment during the life of the .

- Agreement. The export quotas are the major element in
the Agreement for defendlng the floor price.

As a protectlon against the market price rising above
the ceiling, exporter members will hold 2.5 million tons
of sugar in "special stocks." 1In general, the amount
of sugar to be stocked by each exporter is proportionate
to its share of the total of export quotas. The stocks,
subject to verification, are to be released for sale in
three equal amounts when market prices rlse to 19, 20,
-and 21 cents, respectlvely. : '
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'Holders of the special stocks are eligible for interest

free loans (at the rate of 1.5 cents per pound per year).

- from a fund established under the ISA to. defray the

cost of storing the sugar. When prices rise to the-

. stock release points, these loans are subject to repayé

ment. The funds for stock financing will be generated
by means of a fee (0.28 cents per pound initially) '

levied on all sugar traded in the free market. The
‘actual incidence of this fee w1ll be subject to negoti=
ation between buyer and seller. The U. S. government

will not be obllged to collect the fee or contribute to

the fund.

Because.of the large world sugar supply, we do not

believe the ISA will cause the world price to rise to
the level needed (about 11 cents) to assure a domestic
price equal to the 13.5 cent support level before at

‘least ‘the thlrd or fourth quarter of 1978.

The ITC Findings and Regbmmendations

On March 17, 1977, the U. S. International Trade Commis—
sion (ITC)  found that the domestic sugar industry was A
being threatened with serious injury by increased 1mports
and recommended the establishment of annual import

quotas of 4.275 million short tons, raw value. On May 4
you rejected the ITC recommendation and instead elected
to aid producers through an interim payment program

until such tlme as we could successfully negotiate. an .-
ISA. : :

The 90-day legislative period during which the Congress.
could have overridden your decision (the Dole threat)

ended October 27th.

Duty Free Treatment of Imports

.Under the Generallzed System of Preference (GSP) of the

Trade Act of 1974, authorized products may enter the

U. S. duty free from designated developing countries.
To be eligible for GSP treatment, the country's exports
of the product in the precedlng calendar year must be
below a level specified in the legislation (about $30
million for 1977). :

Presently,vl7 countries are receiving GSp treatment.‘
Another eight countries'are now eligible for designa-.
tion, based on their level of sugar exports to the

2



U. S. last year. You will recall that we deferred -taking
any action to make these additional countries eligible -
for duty free treatment, pending resolution of the debate -

R_ over a domestic sugar program and the outcome of the ISA

talks. When this issue was considered earlier, there
-were differing views ¢én how many of the eight .'countries
now eligible should be designated. In particular, the
disagreement centered on whether Brazil (the world's.
third largest sugar exporter) should be designated ~
since it is only technlcally eligible because of one
atypical year, 1976, in which it supplled no sugar to
the U. s. market. ' ' ' :

The PaYments Program

The original payments prodgram announced on May 4, 1977,
was revised to remove the legal objections raised by the
‘Deputy Attorney General. Final regulations were pub-
lished in the Federal Register of October 7, for pros-
pective payments effective from September 15. Since

then the Justice Department has ruled that payments couliv

also be made retroactlvely for that portion of the 1977
crop marketed prior to September 15.  An amendment. to
the final regulations is being drafted which will make
. the payments program effective from the start of the.
1977 harvest forward to the date of implementation of -
the program contalned in the Food and Agrlculture Act -
of 1977. - :

The de la Garza Program

The sugar program required by the 1977 farm blll is for
‘a price support loan or purchase program for sugarcane.
and sugar beets. The loans and purchases are -
extended to processors of cane and beet sugar. - The
bill also required the USDA to establish minimum wage
rates for sugar field workers. ' The program may be
~suspended if an international sugar agreement is
implemented that raises the domestic price to]3 5 cents
per pound.

- The Department 1ntends to implement the authorlty by
establishing a loan program wherein the Commodity
Credit Corporation (CCC) will make loans to eligible
sugar processors at the 13.5 cent support price on
whatever quantity is offered. Eligible processors
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having 1977 crop sugar stored in an approved warehouse
may present a valid, negotiable warehouse receipt as
collateral to the CCC and obtain a loan at the sup- -
port price. Loans will be for an ll-month period
bearing interest at 6 percent. The Congress also indi-
"cated that stocks acquired by the CCC are not to be -

- sold for less than 105 percent of the loan rate. Raw
sugar does not store well over extended periods of
time. Thus, the odds of any stocks acquired by CCC
sp0111ng before they could be resold are probably hlgh

The proposed time schedule for 1mplement1ng the de la -
Garza program is as follows. . K

November 8 -- Final’ regulatlons to be publlshed

4—-Depend1ng on the choice of optlons,
quotas and/or tariffs for: the
remainder of 1977 and for 1978 to
be announced.

November 18 -- Allksugar 1mport'contracts entered

' : into prior to November 8 calling
for future deliveries to be
reported to the USDA.

Begln proce551ng prlce support loan
appllcatlons.

December 1

-- Minimum wage rates for sugar workers
to be announced. Price support
loans to be contingent on certifi-
cation that mlnlmum wage rates have
been pald. ' : : :

'thions'for Implementing the de 1la Garza ?rogram

The principal concerns in implementing the de la Garza .
program is avoiding a large CCC takeover of sugar
stocks (due to the wide disparity that will exist
between the U. S. support price and the much lower -
world price) and avoiding the use of unnecessarily
restrictive trade measures. There are three major
optlons' : :

(1) "~ Quota only.
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(2) Tariff only.

(3) Combihation £ariff/quota.

Quota Only -

There are two 1ega1 authorltles for the use of

“restrictive quotas: Section 22 of the Agricultural

Adjustment Act of 1933 and the Headnote to the
sugar tariff schedules. For immediate use of

~Section 22 authority, it would be necessary for -
‘the Secretary of Agriculture to determine and report

to you that emergency action is required. You may
then immediately proclaim fees or quotas; after
which you must institute a USITC investigation.

- Under the Headnote authority, you could immediately

proclaim a restrictive quota without going through
the procedures requlred under Sectlon 22,

If used alone, an annual quota of 4.2 mlllion tons
would be required to raise the price of imported

- sugar to at least 13.5 cents per pound. - However,
- the Department of Agriculture reports that sugar

already imported plus sugar scheduled for

delivery before January 1, 1978, will exceed 5. 0
million tons. As noted above, October 1 stock:
estimates exceeded pipeline levels by about 1 mil-.
lion tons, partly as a result of the recent rapld
inflow of foreign sugar. :

To use this approach, a 1977 quota of 5.0 miilion
tons would have to be proclaimed immediately. This

~would in effect embargo any sugar imports for the

remainder of this calendar year, except those
already scheduled for delivery. In addition, a
quota of 2.1 million tons for the first half of
1978 could be announced, with a determination for
the second half of the year to follow later.

Pro

e Could be implemented quickly.

) ‘Once current "excess" stocks are worked off,

quota could be set low enough to avoid CCC
takeover ofvstocks. -
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" Con

e ‘Incon51stent w1th U S. pollcy of promotlng

freer trade, fewer trade restrlctlons.

‘°.. Would result in contlnulng w1ndfa11 proflts

to U. s. 1mporters._
o',_Ylelds‘Engreasury‘reeeipts.
° 'AdministratiVely’complicated -- must devisev,v
and implement a procedure for d1v1d1ng the

»quota among 1mporters.

Tarlff Onlz

The Headnote of the U. S. Tariff schedule authorizes.

tariff of up to 2.8125 cents to be levied (of which
- 1.875 cents is currently levied). Section 22 of the
- Agricultural Adjustment Act of 1933 authorizes an

ad valorem "fee" of up to 50 percent to be levied -
against imported products that interfere with the
operation of a price support program for this
product. - The cost of 1mported sugar can be equal-
ized with the 13.5 cent minimum price support as

"long as ‘the world price does not fall below 6. 65

cents per pound, i.e.:

World price R  6.6500,cents/1b;

' Freight and -
insurance : 0.7200
Headnote tariff 2.8125
Sec. 22 tariff = = 3.3250
' Co . 13.5075

Given that the'storage costs of suger under loan
are to be paid by the processor, the world price
can actually fall slightly below 6.65 cents with-

out CCC acquiring large stocks on defaulted loans.

Despite the plentiful supply of sugar, it is not

- likely that the world price will dip below the

6.65 cents for any sustained period of time.

Should this occur, however, a just-restrictive
quota could be invoked under the Headnote
authority; that is, one whlch is set at the expected
rate of imports.
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Pro'

——

e Max1m12es-tar1ff recelpts (estlmated at -

$360 to $550 million).

® j'Av01ds the. legal uncertainties associated
' with the use of both tarlffs and quotas 1n
combination. :

Con

A tariff would not have immediate effect
since outstanding contracts would have to
be excluded from payment if large finan-
c1a1 losses are to be avoided.

® If world prices fall far below 6.65 cents, -
' existing tariff authority will be insuf-
ficient to keep the imported price above.
'13.5 cents, requiring the imposition of a
quota if the takeover of stocks by the
CCC is to be avoided. N

CqmbinationﬂTarifg/Quota

" A third option is to use a combination of tariffs
- and quotas. For the remainder of 1977, we would

rely on the use of a restrictive quota, as in
option (1). The level of the quota would be

 determined by the quantity of import already
‘received plus that quantity which it can be certi=-

fied has already béen contracted for delivery -

‘this year. Since we wish to avoid cutting across
_.contracts that were made on the basis of the cur-
rent tariff, it is advisable to avoid implementa-

tion of a tariff without advance notification.
Thus, we would also announce.that as of January 1,

11978, a variable tariff sufficient to raise the

import price to 13.5 cents per pound, plus an
increment to insure the repayment of loans would
be levied. Since it is possible that the world
price will fall below the reach of our tariff
authorities -~ i.e. below a world price of 6.65
cents -- we would also impose a "nonrestrictive"
quota set just above the level of expected imports.

Pro

-] Minimizes windfall profits of sugar importersf
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- ® Provides tarlff receipts to partlally off4set
higher prices and budget costs of any ccc
takeover.- S :

" @ Less protectionistic.
,JgCon

e Counsel advises that the legality of using
these authorities concurrently is uncertain
and that they might not w1thstand a court
challenge, should one arlse._- f

) This optlon is also admlnlstratlvely compll—
- cated. ' :

‘Analysis

"None of the optlons offer a happy prospect but of the
three there is general agreement that the use of
tariffs (options 2 and 3) is preferable to the use of
quotas. A quota would result in continuing windfall
gains to importers and would depress the world market
-price slightly more. By using tariffs, a portion of
the windfall gain is captured and returned to the _
Treasury. Since the consumer is ultimately bearlng the
- burden of this program -- with additional consumer o
- expenditures of $400 to $800 million per year -- we
'feel thls offset is. highly desirable. :

The choice between optlons 2 and 3 ‘hinge on the extent
to which we want to insure against the world price
falling below the reach of our tariff authorities.

- The Department of Agriculture argues that we should
imposé a quota at or near the expected level of '

" imports for protection against an uncertain future.
CEA and STR argue that it is very unlikely that the

world price will drop below reach of our tariff author- -

‘ity...and if it does, we can impose a quota at that
time. The use of a tariff only would be more accept-
able to supplving nations. It would also avoid

setting a precedent for other industries that are

. seeking import relief. And, finally, the Congress, in -
its Conference Report on the Farm Bill, indicated that
they expected the program -to be 1mplemented through

the use of tariffs. -



For these reasons, we believe the "tariff only" option
(option 2) is the preferred option. This would be a
variable tariff, with exceptions for sugar contracted
‘before November 8 and for sugar in tran51t on the hlgh"
seas. : '

Dec151on-

(l)“'Quota only '

(2) ‘Tariff only (CEA, SirR, ‘state,
-  DPS) .

(3) Comblnatlon quota/tarlff -
' (USDA) :



THE WHITE HOUSE 4( we 7/
~ WASHINGTON A

- -July 7, 1977

MEMORANDUM FOR: = THE PRESIDENT

FROM: '~ STU EIZENSTAT
-~ "LYNN DAFT

SUBJECT: o Sugar Policy

. Ao . N
Since your decision in early May to deny import quotas for
sugar, as recommended by the International Trade Commission,
and to seek instead to negotiate an international sugar
agreement, coupled with a temporary domestic payment. program, -
two things ‘have happened whlch have caused us to reassess
the 51tuat10n' o :

(1) Most important, the price of sugar has materially
’ weakened. In late Aprii, the New York price of
raw sugar peaked at 13.4 cents per pound. It has
been falling intermittently ever. since and is how .
. below 10 cents. -At the time of your decision, we
had- EXpected the market price to remain within the
2 cent payment limit of our 13.5 cent price objec-
tive, at least over the next few months. It - :
is now well below that level. -

(2) The 1n1t1al round of negotlatlons in Geneva failed
to reach agreement. A working group will meet
later this month to determine whether there is
sufficient reason to renew negotiations later this
fall. The State Department is relatively optimistic
over the prospect of reaching an accord, though" o
o the odds are still no better than 50/50

" The combination of lower sugar prices and temporarlly stalled
" negotiations has led to increased pressure for Congressional
~action. Senator Dole attached an amendment to -the Senate

agricultural appropriation bill to limit payments to $50,000.
Adoption of this limit would effectively kill the program
since it would eliminate about 40% of all payments. Hawaii
would be hardest hit, foregoing nearly all its estimated $40
million in payments. Though we are fairly confident this
amendment will be eliminated in conference, there will be



further efforts to cripple the program or replace it w1th o
a more protectionistic program when the farm bill reaches.
the House floor July 19th. Under procedures specified

in the Trade Act, the Congress has until late this. year -

"-to override your decision not to adopt restrictive import

quotas. ‘Several members, 1nc1ud1ng Senator: Dole, are
prepared to seek an override. -

As a result of these CongreSSionaliactions, we have met
with Bob Bergland, Bob Strauss, and Jules Katz to reassess
our options. This group has concluded that the policy you

~announced in early May remains the best option and that

we should redouble our efforts to avoid any Congressional

action that would undermine its chances of success. .

However, the group also concluded that if we are to avoid -
‘having the program thrown out by the Congress or overthrown
by court action, it might-be-necessary to supplement the :
program with a tariff sufficient to maintain a market price

" of around 11.5 cents. Though we do not recommend the

- impositicna of a tariff at this time, we believe an 1ndica¥
tion of our willingness to take such action would both

reduce pressure for Congressional action and would improve
chances for negotiating a satisfactory international agree-
ment. After indicating our willingness to take such steps,
we would await results of the next round of 1nternat10nal
negotlatlons before recommendlng further actlons., :

Beyond the positive effects we believe thlS would have on
the Congress and the international negotiations, it avoids

- the appearance of vacillation or retreat by the Administration.

It is entirely consistent with your earlier decision. .

| Namely, that the best long term solution is a workable

international sugar agreement buttressed by.administratiVe
actions designed to keep domestic producer prices from
falling below 13.5 cents (sufficient to cover production

© costs of the more efficient beet and cane producers).

We rccommend that you c¢oncur with this snggestion, which:
-was endorsed by Bergland, Strauss, and Katz.



DECISION

| . Agree.j'

Disagree -
e ————

- _Charlie Schultze feels _that we shduld»simply.say, "we ére'

KN




THE WHITE HOUSE

WASHINGTON

MINUTES OF THE CABINET MEETING

Monday,_August l 1977

‘The twenty-fourth meeting of the Cabinet was called to
order by the President at 9:03 a.m., Monday, August 1, 1977.
All Cabinet members were present except Ambassador Strauss,
who was represented by Deputy Special Trade Representative
Alan Wolff; and Secretary Vance, represented by Deputy
‘Secretary of State Warren Chrlstopher.- .

' Other persons present were:

‘Joe Aragon ) Bunny Mltchell
Hugh Carter - ' . Dick Moe

-Midge Costanza N - Prank Moore ‘
Doug Costle : . Esther Peterson
'Stu Eizenstat o Frank Press

Jane Frank _ -~ David Rubenstein
'Jim Gammill _ - Jay Solomon

Rex Granum ' ' Stansfield Turner
"Bob Lipshutz - - Charles Warren
Gale Matheson _ -~ Jack Watson

The Pre51dent asked for comments from Cabinet members,.~
beginning with the Secretary of Defense.

_ 1. Dr. Brown was in Korea most of last week dlscu551ng
the details of withdrawal of. U. S. ground troops. En route
back to Washington, he stopped in San Francisco to deliver

. two major foreign policy addresses. . Dr. Brown reported that,
by and large, the Koreans are reacting well to our plans

and are now preparing to improve their own ground forces. :
Dr. Brown plans to report on his trip to the Congress on Thurs-
day.  He spoke to Senator Robert Byrd on Saturday, and C
Senator Byrd confirmed that such a report was a good idea

and consistent with the recent Byrd amendment to the Defense

- appropriations Bill requiring annual consultation w1th the
Congress on w1thdrawal of forces from Korea. :

—-- Dr. Brown also stopped brlefly in Japan where he met
with government leaders in an effort to allay their concerns

\ . .

\



7 -— The House/Senate Conference Committee is still _
deadlocked on the subject of urban development action grants.

Since one = such grant is pending for Johnstown, Pennsylvania,

Ms. Harris predicted that some progress with the legislation'
might be made. She commended the Chalrman of the House -
Conferees for his help. '

8. Mr. Bergland said that the forest fire season has
begun: 300 flres have already occurred, and many more are’
expected _ :

-- The Departmentfcf Agriculture is undefgoing a zero- .
base budget review, and "asking all the hard questions.”

-- After six days of debate, the House passed the Farm
Bill last week. All of the Administration amendments were
adopted, but also adopted was an amendment on sugar which -
the Administration opposed strenuously. The Senate/House
conference begins today and should conclude by the end of _
the week. Mr Bergland has met with Senate Agrlculture Com-
but predlcted that deletlng the sugar amendment will be
"most difficult.” The President asked for a memorandum on
the subject. Mr. Schultze inquired about a proposed compro- .
mise which he heard discussed on the radio and which
Mr. Bergland said is the compromise being offered by the
industry. Mr. Bergland said that the industry compromise is
also not acceptable. He added that Under Secretary of State
Jules Katz is in London negotiationg an international sugar -
agreement, and that some progress is being made. According
to Mr. Bergland, if an international agreement is reached -
soon, the House may be persuaded to abandon its amendment.

: 8.. Mr. Blumenthal said that the large trade deficit

is adversely affecting our external accounts. He suggested
‘that the deficit is largely attributable to U.S. energy - ..
imports, and he predicted that the deficit is likely to con-
tinue at a high level. Dr. Schlesinger noted that energy
imports have fallen since June, when they reached a peak -
because of widespread fear of a rise in OPEC oil prices which
never materialized. He said the growth of oil imports is

now in phase with the growth of the economy. Dr. Schlesinger

also said that he opposes a limitation on oil 1mports because

such a limitation would only drive up oil prices in the U.S.
Mr. Schultze added that an import quota would also decrease
domestic oil stocks and create a shortage problem if next
winter turns out to be as severe as last winter.

IITINE




DEPARTMENT OF AGRICULTURE
' OFFICE OF THE SECRETARY '
WASHINGTON.D.C.EOESO.i
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MEMORANDTY TO THE PRESIDENT -

. SUBJECT: Sugar. Import Duties and Fees .

" This memorandum cdntains:
a rev1ew of our efforts to protect the prlce support 1oan )
program and the domestic sugar 1ndustry through a system
of duties and fees on sugar, :

1dent1:1es the problems that have become ev1dent with
respect to the proposed fee schedule; : -

and seeks your approval of measures to. overcome these
‘problems.

Back round

The final regulations for the interim payment program were published
in the October 7, 1977, Federal Register. As subsequently amended,
the payment program covers sugar marketed from the start of the 1977
harvest through November 7, 1977, the day before the loan (de la Garza) .
program was. announced. -The term "marketed" was amended December 23,

- with OMB concurrence, to include sugar. contracted prior to November 8

. for later delivery. The 1nterim payment program will cover approx1mate1y

m11110n, with the exact amount dependent upon domestlc sugar pr:Lces°

- On November 8, 1977, we announced regulatlons for the‘prlce'support»
loan program required by the Food and Agriculture Act of 1977. The
minimum support price is 13.5 cents a pound, raw value. To date, $24
‘million has been loaned. . These 6 percent loans mature after 11 ‘months,
but many will be redeemed earller. : : .

On November ll, 1977, you issued Proclamations imposing import duties
and fees on sugar, sirups and molasses, to protect the price support
loan program and the domestic sugar industry. . The emergency provisions
of Section 22(b) of the Agricultural Adjustment Act were used to impose
fees on imported sugar. You also directed the International Trade
Commission to undertake an investigation of the need for the imposition
of import restrictions, and to report its findings and recommendatlons,
at the earliest practicable date. '

Ed
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- Sugar on the high seas by November 11 or imported prior to January 2

- to fulfill forward contracts entered into before November 11 was exempt

- from th2 increase in the duties and from the fees. The sugar trade
anticipated this, and an abnormally laroe quantlty of sugar is entering -

the United States this month. .

Effective January 2 all 1mported suaar will be subJect to the hlgher

.~ duties and the fees. The duty is a flxed amount, 2.98125 cents a

pound for refinmed sugar and 2.8125 cents for raw sugar. The fee

-~ varies inversely with the world price; from 0 to 3.32 cents as the

-world price declines from 10 to 6.67 cents a pound. A world price
below 6.67 cents requires a comparable reduction in the fee, because
it cannot exceed 50 percent of the value. In combination, the. duty
and the fee (plus freight, insurance and other - ‘costs associated with -
.importing sugar) were de51gned to keep the price of imported raw sugar
~at 13.5 cents a pound. This price obJective will not be realized when
the world raw sugar price is below 6.67 cents and would be exceeded with
a world prlce of 10 cents a pound or more. :

Fee Schedule Problems

There are several problems assoc1ated with the fee schedule in
Proclamation 4538: :

' The 13.5 cent price objective for imported raw sugar
" should be increased to 13.8 cents for - early 1978 to
protect the loan program.

The loophole that permlts refined sugar to escape‘the',
fee when the valye is 10 cents a pound or more must -
be closed, tc prevent disaster for domestic refiners.

The daily variable fee should be replaced with fixed
-fees, at least until after the International Trade

- Commission reports to you, to minimize the potentlal for
fraud and ease the adminlstratlve burden.- :

The Inte:national Trade Commission should be asked to
broaden its investigation to include sugar-containing
products, so this potential loophole can be addressed.

These problems can be overcome by the issuance of the attached Proclama-
" tion and by sending the attached letter to the International Trade -

Commission.

&k
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Price Qbjectives . ;
r

‘The price objective for imported raw sugar should be above the loan

price for U.S. produced sugar by at least the interest.on the loan

.becausa the processor need not pay the interest if he turms the sugar

over to CCC. Interest amounts to 0.0675 cents a month, so in April the'

- processor will need a price in excess of 13.77 cents a pound to
-encourage repayment of the loan. To protect the loan program our
price objective for imported raw Sugar should be 13 8 cents a pound for
" the flrst third 0r 1978. : . ; S _,

S

Tne price objectlve for imported refined sugar must be above the

Taw sugar price. objeetlve by an amount equal to the cost of refining
-sugar. Current data show such costs to.be centered on 4.0 cents a:

pound for bulk sugar. Therefore, -the price objective for refined
bulk sugar should be 17.8 cents a pound for the first third of 1978.

- The Refined Sugar Loophole

Unfortunately, reflned sugar can: enter the Unlted States at a price more

"than 3.0 ceats a pound below the 17.8 cent price objective according

to the provisions of Proclamation 4538. Proclamation 4538 makes no
distinction between raw and refined sugar, and, therefore, as long as

- the world price of refined sugar is in excess of 10 cents a pound there

is a zero fee on imported refined sugar. Since November 11, the value

of imported refined sugar has exceeded 10 cents a pound, and thereby
escapes the fee. The world price of sugar has risen since early November,
and even though it may decline early in 1978, the value af imported

- refined sugar is expected to remain above 10 cents a pound.

Imposing a fee on raw sugar but‘permitting-refined sugar to escape the
fee already is creating problems. Refined sugar is entering the United

States at an unprecedented rate, This w1ll become intolerable in

January, when the gap between the’ prlce of idported raw and refined sugar
will narrow to about 1 cent a pound while domestic reflnlng costs are
about 4 cents. ThlS loophole must be closed

'Variable Fees

Proclamation 4538 prov1des for a fee that would change daily, to offset
changes in the world price. This system has advantages, but also

~ disadvantages.

The price of imported sugar to the domestic uSer'reﬁains'constant

~unless the world price is very low or quite high. Realizing our-

price obJectlve, even though the world price moves over a relatlvely
broad range, provides firm protection to the loan program. It also

minimizes attempts to capture a lower fee by varying sugar delrvery

schedules. : :
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"But there is potential for manipulation and fraud. Customs'intendsvto'
"use the voucher for each shipment to determine value which in turn is .
used to determine the fee. The price paid for sugar by the firm
selling to the U.S. buyer will be the value. Since a value above a
specifia2d amount escapes the fee there will be great pressure to report
.- a transaction price at the specified amount on all shipments. The
- shippers choice is to pay a fee to the Treasury, or pay it to the firm
or country from which he makes the purchase.  Few are expected to opt
for paying the fee to the Treasury. . : ' a

‘ In addltlon to thlS ba51c problem, a totally flexible fee is forelgn
to the sugar trade. They are accustomed to a fixed fee (the duty).
Also, it is more difficult to admimister a variable fee than a fixed
fee. With the variable fee each shipment must be valued to determine -

the appropriate fee, and if the fee exceeds 50 percent of the value.
With a fixed fee. each .shipment must.be valued but only to determine..
if the fee exceeds 50 percent of the value. This normally is a much
less complex process. A fixed fee shifts the burden of proof that the
fee is inappropriate to the importer; a variable fee places the burden
of proof that the fee is approprlate upon Customs. :

The flexible fee system has been imposed through the use of emergency
powers. The International Trade Commission will be making their

report as soon as possible, hopefully in March. Then the options will
again have to be reviewed. Establishing an unfamiliar and administratively
cumbersome fee system under these circumstances does not appear to be

in our best interests. v

For these reasoms we have come to the conclusion that a less complex
' system should be put in place effective January 2. Our price objectives
for both raw and refined sugar can, we believe, be protected by a fixed
‘fee that would remain in place until after the International Trade
Commission has made its report to you, and the options have again been'
assessed :

Proposed Raw Sugar:Fee

~ The fixed fee we propose for raw sugar is 3.0 cents a pound. The average '
_world price for raw sugar was about 7.3 cents a pound from mid-August:

to mid-December, the time when most of the sugar to be imported into

the United States during the first four months of 1978 was purchased.

A 7.3 cent world price for raw sugar, plus the fee of 3.0 cents, the '
duty of 2.81 cents, and freight insurance, etc., of about 0.69 cents,

- brings the price of imported raw sugar to 13.8 cents a pound exactly
equal to our price obJectlve. : '
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At present the world raw sugar price is about 8 cents‘a pound. Future -
prices support the view that the International Sugar Agreement, with

an 11 cent minimum, will pull prices upwards as we move' through 1978. ‘
The Marca 1978 coutract 1s around 9 cents, the October 1978 contract K
Just gver 10 cents. . : ~

Sugar purcnased yesterday at the London spot price w1th a 3 0 cent

 fee plus the duty and other costs, would cost the U.S. user about. 14 5
cents. This would be above our price. objective, anrd above current
domestic prices,. so sugar is not likely to enter the Unlted States early
'in 1978 unless the world price declines. e

‘Although,the futures 1nd;catelh1gher world prices,'they‘may»decline early
in 1978. The incentive to bring sugar into the United States prior to
January 2 resulted in a record quantity being imported during December. .
- This abnormal demand will not be present early in 1978. In fact, the
demand for imported sugar from U.S. users with the proposed fee schedule
in place will be abnormally weak. Both the imposition of the fee itself
and the reduced quantity moving to the U.S. will place downward pressure.
on world prices.

_ProposedyRefined'Sugar Fee

The fixed fee we propose for refined sugar is 3.35 cents a pound. It
appears that world raw price of 7.3 cents a pound justifies a world
price for refined sugar on the order of 10.8 cents a pound, but data
on refining costs in other countries are not as firm as we would like.
Adding duty, freight, insurance, etc., and a fee of 3.35 cents to a
base price of 10.8, however, brings the price of imported refined sugar
to 17.83 cents. This is our price objective for refined sugar. It is
exactly the same as the cost of refining raw sugar in the United States,
~ given an imported raw price of 13.8 cents a pound, and refining costs
of 4.0 cents a pound. This will protect U.S. refined sugar prices unless
‘refining costs are lower than our estimate or refined sugar sells below
costs in world markets. If this happens, we will have to deal with it
-later. o ' ' ' o '

Sugar-Contalning Products

F1nally, some sugar-contalnlng products that are not SubJect to the

fees imposed by the existing or proposed Proclamation are likely to

be imported in abnormally large quantities. There is strong economic
incentive for finding ways to import sugar in forms which would not be
subject to the import fees. We recommend that you direct the International
Trade Commission to expand its ongoing 1nvest1gat10n to include Sugar-
containing products.
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The formal letter from the Secretary, the Proclamation and a draft
lecter to the International Trade Commission are attached. Issuing ,
‘the Proclamation, and sending the proposed letter to the International
. Trade Commission will resolve these problems in the manner described

above.

JOHN C. WHITE
cting Secretary

Attachments
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 MEMORANDUM FOR THE PRESIDENT

FROM : BOB BERGLAND
~ Secretary ..

SUBJECT: Sugar Policy

" Recommended: That you authorize this Department to announce the
establishment of a price support (loan) program for producers of -
domestic sugar crops, and that the tariff be increased as necessary
to limit Treasury expenditures associated with the price support
program. >HE, | s e P SUg

Background: The Economic Policy Group (EPG) has been studying this
matter for some ‘time. There appears to be broad support in the EPG
for the negotiation of an International Sugar Agreement (ISA) as the
cornerstone of our domestic sugar policy. We join in this consensus.
However, even if an ISA can be negotiated, it will be well into
calendar 1978 before it can be put into operation. I am also of the
opinion that there is general agreement that, in the interim, a
domestic support program will be needed to brldge the gap between
the present and the time when an ISA can affect the market in a
31gn1f1cant way. : :

‘ Domestic sugar producers have production costs averaging 14-16 cents
- per pound. Even our most efficient producing areas (the Florida
sugarcane area and the Minnesota-North Dakota sugarbeet area) cannot
produce sugar for less than an average of 14.5 cents per pound. Our
- goal of supporting prices at 13.5 cents assumes that this is the
" break-even point for the most efficient of the domestic producers in
these areas, and implicit in this concept is the certainty that some
domestic production will be phased otlit, even in the most efficient
areas. Data available to us indicates that no improvement in sugar
market prices before 1979-80 (in the absence of an ISA) can be
eXpected. Futures prices tend to support this assessment.

_Contracts for delivery as much as 18 months distant are selling at
prices near present values. There are some reports that the USSR
'1976-77 beet crop was below earlier estimates by as wmuch as 500,000
tons of sugar. This has resulted in some strength in the market
recently (distant futures moved above 10.0 cents this week). We.
know that they have made substantial purchases on the open market
‘recently, and it appears to us that they have covered their needs..
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MEMORANDUM FOR THE PRESIDENT . ' S 2

The U.S. Internatlon.l Trade Comm1551on (ITC) has found substa nt*al
threat of injury to the domestic industry from sugar imrports and
recommended restrictive quotas as their preferred remedy. However,

I find little support among the members of the EPG for restrictive . -
quotas, either for sugar, shoes or television sets. While I have

- made the same recommendation, I recognize its disadvantages (soume
increase in consumer prices, windfall proflts, and possibly. an adverse
impact on the ISA negotlatlons), and w111 not press the p01nt. :

‘Although several optxonsfhave been exnmlned, we have dlscarded most fp
because of either legal or administrative considerations. Therefore,
it seems to me that there remalns only the following optlons._ S

1. Price support (def1c1encv) pavments. Income support
(deficiency payme:is) would be provided to domestic producers to .
insure returns of 13.5 cents for sugar produced from cane or beets
harvested after July 1, 1977. On strictly economic grounds, this
option is clearly preferred. It will have no market impact and will- ,
not artificially stimulate the production of corn sweeteners.. Adoption
of this option will not adversely affect the delicate ISA negotiations.
On the other hand, the intended beneficiaries (sugar producers and .
processors) are opposed to it, mainly because it would résult in a
few very latge (and therefore v151b1e) payments. The corn sweetemer
Industry is also opposed, in fact so opposed that they have informed
me that if adopted they will seek injunctive relief in the courts. - -
Also opposed are representatives of sugar fieldworkers who insist -
‘that any bemnefits to producers be matched by benefits for workers in

“the form of higher wage rates. Failing that they, too, would likely.
- . seek inJunctlve relief. . For these reasons, I do not support this '
option. . R e

2, Prlce support gloan) prog;am wlth tarlff increase. I can put -

" a price support program into place utilizing loans to producerv under
Section 301 of the 1949 Agricultural Act. Loans would be offered at
- 13.0 cents to encourage redemption when the market price reaches the

" support level of 13.5 cents. Loans would be made on sugar produced
from cane or beets harvested after July 1, 1977. You could simul-
~taneously announce an increase in the tariff to help protect the
. operations of the price support program. The tariff increase (under
provisions of the Trade Act of 1974) could be up to 50 percent of

the existiag rate. Since tha present rate is 1.875 cents per pound,

tn2 new rate could be as much as 2.8125 cenis. Or, you could increase
the rate by as much as 50 percent ad valorem under Section 22 of the
Agricultural Act of 1937, but this would require a new ITC investigation.
Any action taken under terms of the Trade Act will leave you more -
flexibility than a similar action taken under provisions of Section 22.
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It may be necessary to reduce the 1maoft quota to some reasonable =
(but zot restrictive) level, say to 4.6 - 4.8 million tons, (presently
7.0 million tons; last .year 4.66 million tons were imported), to
protect the Treasury from unnecessary exposure due to a flood of
foreign sugar entering on the heels of a domestic price support.-
‘program. Such a quota would not, in and of itself, have any '
influence on the price, but it together with the price support

. progran would boost the price to the support level at some p01nt
during the mareeting year. . : :

This optlon would be adequate, I believe, to bridge the gap whlle
" an ISA can be negotiated and put into effect. The increase in tarlff

would protect the Treasury from unacceptable exposure.

Summary. ‘At present prlces domestlc growers are 1051ng about $100
per acre on their production, or about $15,000 for the average sugar

- farmm. If you adopt my recommendation, the most efficient of our
growers can at least break—even while the ISA is negotlated and

.put into operation.v , ‘ . L S Co L,

o
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- WASHINGTON, D. €.20250
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- The President o
~ The White House

 Dear Mr. President:

Section 201 of the Agriculture Act of 1949, as amended by Section 902
of the Food and Agriculture Act of 1977 (91 Stat 949, effective
October 1977) provides that the price of the 1977 and 1978 crops of
~sugar beets and sugar cane shall be supported - through loans or =~ -
purchases with respect to the processed products thereof at a level
not in excess of 65 per centum nor less than 52.5 per centum of the
parity price therefor. Section 201 further provides that the support
level may in no event be 1ess than 13.5 cents per pound rav sugar
'equlvalent :

- Pursuant to Section 201 of ‘the Act, I have implemented a program to
provide price support to sugar beet and sugarcane producers at not

less than 13.5 cents per pound, raw sugar equivalent. ZPrice support
will be made  available through loans by the Commodity Credit Corporation
' to sugar processors who pledge sugar as collateral on the condition _
that they pay the applicable support price to producers of sugar beets
and sugarcane. If the loans are not redeemed upon maturity, the sugar

. may be delivered to the Commodity Credit Corporation in satisfaction

. of the loan. This program is intended to achieve the mandated support
"level of 13.5 cents per pound raw sugar equivalent.

World prices of sugar are-substantially below this level. Currently,
-prices  for raw sugar, f.o.b. basis, are in the range of 7 to 8 cents
per pound. These prices are equivalent to a landed, duty paid price
range of 10 to 1l cents per pound. These prices reflect a situation
.in which world supplies are heavily in excess of commexcial demand.
For the short term, the outlook is that this situation will continue.
We are hopeful that the recently negotiated Intermational Sugar Agreement
will alter this situation by bringing world supplies into better balance
with demand and, accordingly, increase prices from their present depressed
levels, which are below the costs of production. The Agreement is,
however, not yet in force and we cannot at this time predict with cer-
tainty when it will enter into force or when it will raise world market
prices to levels which are consistent with the level of the Department s .
support program. ' ‘

World production of:sugar has exceeded world consumption during the.past d
three years and is expected to do so again in the current crop year. '~
This_has led to a substantial build-up in sugar stocks; by the end of



the current crop year (August 1, 1978) these stocks may equal a record -
30 percent of world consumptlon. ) ‘

These ever—increa51ng.WOr1d'stocks have had a depressing effect on
sugar prices. The average world price during 1975 was 20.5 cents per
pound and declined to 11.6 cents per pound in 1976. In October 1977,
‘the average price was 7.1 cents per pound.  Since the termination of -
‘the U.S. Sugar Act on December 31, 1974, the domestic price has moved -

in relation to world prices. Generally, the domestic price has exceeded
the world price by a margin equal to the cost of shipping and handling
and the import duty. The domestic price averaged 10.l cents in October.

With the prospect of a further build-up in world sugar stocks, world
market values will remain relatively depressed. .Foreign sugar supplies -
. will be available at prices lower than those applicable under the support
‘program and U,S, sugar users will be influenced to purchase excessive v
quantities of foreign sugar. The current quota and duty will not provide
protection against these sugar imports, displacing substantial amounts

of domestic sugar. In turn, domestic sugar will be placed under loan,
with the very likely end result that the COmmodlty Credlt Corporatlon L
"'will acquire title to it. : .

In view of-the foregoing, I have reason to believe that sugar, sirups
and molasses, as described in items 155.20 and 155.30, part 10A,
Schedule 1, of the Tariff Schedules of the United States (TSUS), are
practically certain to be imported under such conditions and in such
quantities as to render or tend to render ineffective, or materially
interfere with, the price support program for sugar undertaken by.the
‘Department of Agrlculture, or to reduce substantially the amount of .
products processed in the United States from domestic sugar. Accordlngly,
I have concluded that it is necessary to invoke the authority of Sec- .- -
tion 22 of the Agricultural Adjustment Act, as amended, which provides -
for the impositionyof quantitative restrictions or feées, in order to
prevent the importation of such articles from materially interfering
with, or rendering ineffective, the Department's support program for
sugar. :

I further recommend that, in order to attain, under changing world.
- market conditions, the objective of protecting the price support program
with a mandated minimum price support of 13.5 cents per pound, raw
basis, an import fee; the amount of which would vary with the value
- of the articles imported should be imposed. Section 22 prov1des that
;uch fee may not be in excess of 50 per centum advalorem.

I further recommend that you direct the United States International.
Trade Commission to make an investigation under Section 22 of the
Agricultural Adjustment Act, as amended, as to the need for the imposi-
tion of import restrictions on sugar. Enclosed is a draft of a proposed

letter to the International Trade Commission.




T AN I

Because of the threat that large amounts of sugar could be imported
into the United States without delay, and since I have reason to
believe that such importations are practically certain to be made™
under such conditions, at such prices, and in such quantities as to -
materially interfere with the price support program of this Department
for sugar, I have determined that a condition exists which requires
emergency treatment. I therefore recommend that you invoke the . )
‘emergency provisions of Section 22(b) of the Agricultural AdJustment -
Act, as amended, and iummediately issue a Presidential Proclamation
j.thereunder imposing import fees, as set forth in the attached draft
of an emergency proclamatlon imposing such import fees upon sugar,
these fees to remain in effect pending your action upon receipt of .
the report and recommendatlon of the Internatlonal Trade Commission
with respect thereto. ' :

Respectfully,

Enclosures



" IMPORT FEES ON SUGAR, SIRUPS, AND MOLASSES

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

A PROCLAMATION

‘-l.i The Secretary of Acrlculture has adv1sed me that he
has reason to belleve that certaln sugars, sirups, and molasses,
derlved}from sugar cane or Sugar beets, cla331f1ed under items
‘155.20.and 155.30 of the Tarlff Schedules of the Un1ted States
(TSUS) (19 U. S C 1202), are- being, or are practxcally certaln

"to be, 1mported 1nto the .United States under such condltlons
and in such quantities as to render or tend to render 1nef—
fective, or to materlally 1nterfere w1th the prlce support
operatlons now be1ng conducted by.the Department of Agrlculture
for sugar cane and sugar beets, or to reduce substantlally the
amount of any product be1ng processed in the Unlted States
from domestlc sugar beets and sugar cane. |

2. 1 agree that there is reason for such bellef by the
vSecretary of Agrlculture. Therefore, I am requeSulng the
'Unlted States Internatlonal Trade Comm1s31on to make an 1m;'
'medlate 1nvest1gat10n with respect to thlS matter pursuant
to sectlon 22 of the Agrlcultural AdJustment Act, as amended
(7 U.S.C. 624), and to report its f1nd1ngs and recommendatlons
to me as soon as p0531ble,

3.' The Secretary of Agriculture has.also determined and..v
reported to me, with regard to such sugars, 31rups, and

‘-molasses, that a condition ex1sts Whlch requlres emergency
treatment, and that the import fees herelnafter proclaimed
shouid be'imposed without awaiting the report and'recommenda—
‘tions of. the United States International Trade Commission.

4y, 'I find and declare that the imposition of import fees

hereinafter proclaimed, without_awaiting the recommendations

=
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"of the United States International Trade‘Commission'With
respect to such action, is necessary in'order that the
entry, or w1thdrawal from warehouse, for consumpt1on of
certain sugars, 31rups, and molasses, descrlbed below by
value, use and physical descr1ption, and classif1ed under
ETSUS items- 155 20 and 155 30, w1ll not render or tend to
render 1neffect1ve, or mater1ally 1nterfere w1th the.
.price support operat1ons now being conducted by the Department o
of Agrlculture for sugar»cane-or'sugar beets, or reduce sub-
stantially the amount»of-any.productvprooessed'in the
Unlted States from domestlc sugar beets or sugar cane;-”
NOW, THEREFORE I, JIMMY CARTER Pres1dent of the
United States of America,_acting1under the authority;vested'
in me by the Constitution and Statutes of the United States
of America, including'Section 22 of the Agricultural Adjustment
Act, as amended, do hereby proclalm that Part 3 of the Appendlx
to the TSUS is amended as’ follows.
h(a) A new headnote is added whlch reads as follows:
'4.E Sugar, sirups, and molasses |
Licenses'may'be issued by the Secretary of _
Agriculture or his designee authorizing the.
entry of articles exempt from the fees pro-.
vided for in items 956.10, 956.20, 957.10
and 957.20 of this part on the condition
- that such articles will be used only for
“the production (other than by distillation)
of polyhydric alcohols, . except polyhydric
alcohols for use as a substitute for sugar
in human food consumption. Such licenses
shall be issued under regulations of the
Secretary of Agriculture which he determines
are necessary -to insure the use of such '

articles only for such purposes.

(b) The follow1ng new 1tems,'in numerical sequence,.

are added follow1ng items 955.06:




Item

956.10

956.20

957.10

957.20

3.

Articles‘

"Sugars, sirups, and molasses, derived
from sugar caneée or sugar beets, except

those entered pursuant to a license

‘1ssued by the Secretary of Agriculture
in. accordance with headnote H;. o

Principally of'crystalline‘StrUc-

ture or in dry amorphous. form,
provided for in item 155.20, part
lOA, schedule 1z

Valued at not more than
6 67 cents per pound

Valued: at more than 6. 67

cents per pound but not
. more than 10.0 cents: per
~ pound :

Not principally of crystalline
structure and not in dry amor-
phous form, containing soluble
non-sugar solids (excluding any
foreign substance that may have
been added or developed in the
product) equal to 6% or less by
weight of the total soluble
'solids, provided for in item
155.30, part 10A; schedule_l:

Valued at not more than.
6.67 cents per pound of -
total sugarsv

Valued at more than _
6.67 cents per pound of =
total sugars but not
more than 10.0 cents per
. pound of total sugars.

Import Fees

50% ad. val.

'3.32 cents per

1b. less the
amount per 1b.
by which the

-value exceeds ~
- 6.67 cents per

1b. -

504 ad. val. -

'3.32 cents per

lb. of total
sugars less the
amount per 1lb.
of total sugars
by which the
‘'value exceeds
6.67 cents per
1b. of total
sugars.™
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' The fees established by items 956.10, 956.20, 957.10

and1957.20'shall apﬁiy'to'articles entered, or withdrawn

from waréhouse; fof consumption on or after the.date Qf

this Proclamation, and shall cbntinue to apply to such

'artiéleS'pending the report'and'recommendations of the -

.United States International Trade Commission and action

that I may take on them. _However, such'fees»shall not

apply to artibles_(a)”exported to the United Stétes,béfofe?k1ﬁ]l
12:01 A.M. (U.S;'EasternrStandard‘Timé)'on the date Qf»this:if'y;

Proclamation\or (b)'importéd to fdlfill'forward contracts

‘entered into beque 12:01 A.M. (U.S. Eastern Standard Time)

~on the date of this Proclamation, Provided, That articles

héferred to in (a) and (b) aré_ehtered,‘or'withdrawn from ,'
warehoﬁse,_for consuﬁption on or before‘January‘l, 1978{
IN WITNESS WHEREOF,‘I have hereunto set my hand this
| .day.of November,viﬁ the yeér of‘oﬁr Lord -
nineteeh hundred and seventy—sevén, andﬁOfthé_Indepéhdende;

of the United States df America the two hundred and secbnd.

%
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MODIFICATION OF TARIFFS ON CERTAIN SUGARS,
SIRUPS AND MOLASSES

BY THE PRESIDENT OF THE 'UNITED STATES OF AMERICA

“A PROCLAMATION

1. By Proclamatlon 4334, of November 16 1974, the
Pre51dent modified Subpart A, Part 10, Schedule 1 of the

Tariff Schedules of the Unlted states (19 u.s.c. 1202 here- '

_1nafter referred to as the “TSUS") to establlsh, effective

January 1, 1975, follow1ng explratlon of the Sugar Act of

1948, a rate of duty and quota appllcable to sugars, 51rups

"and molasses described in 1tems 155. 20 and 155 30 of the TSUS.

‘By Proclamaltion 4463 of September 21, 1976, as amended by
Proclamatlon 4466, of Octoberu4,rl976,,the PreSLdent modlfled
the‘rate of duty applicable to such,sugars, Sirups and molasses.'

2. The Pre51dent took these actions pursuant to authorlty

1 vested 1n him by the Constltutlon and. statutes of the United State=

1nclud1ng section 201 (a)(2)'of the Trade Expan31on Act of 1962
(19 U.S.C. 1821 (a)(2)), and 1n conformlty w1th Headnote 2 of
Subpart A of Part 10 of Schedule 1 of the TSUS herelnafter re-
ferred to as the "Headnote". The Headnote was_part of a trade.
agreement'that embodied the results of thed"Kennedy Round" of
internatiOnalutrade negotiations; That agreement is known
formally as the 1967 Geneva Protocol to the General Agreement on
Tariffs and Trade, and the agreement 1nc1udes, as .an Annex, |

"Schedule XX", a schedule of United States trade concessions

made during those negotiations.. This agreement was concluded
pursuant to section 201 (a) of the Trade Expansion Act of"
1962 (19 U.S.C. 1821 (a)), and was implemented by'Proclamationf

‘No. 3822, of December 16, 1967, (82 Stat. 1455) which, inter

‘alia, added the Headnote to the TSUS.
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3. The Headnote proVides, in:releVant part, as follows:
"(i)‘...'if the'Presidenthfinds:that a_partiCularu

rate not 1ower than such January 1, '1968, rate) limited

by a partlcular quota, may be establlshed for any
artlcles prov1ded for in 1tem 155 20 or 155 30, whlch
‘w1ll g1ve due con51deratlon to the 1nterests in the
United States sugar market of domestic producers and
materially affected contracting parties to the General
Agreement on Tariffs and Trade, he shall proclalm such
partlcular rate and such quota llmltatlon, cse
' i “vs S “(11) ,,.’any rate and quota llmltatlon so eetabllshed ;E
shall be modified 1f the Pre51dent finds and proclalms
that such modlflcatlon is requlred or approprlate to glve
effect to the -above con51derat10ns, ,.."
x4; Section 201 (a)(2) of the Trade Erpan51on Act authorlzes't
the Pre51dent to proclalm the modlflcatlon or contlnuance of any
ex1st1ng duty or .other 1mport restrlctlons, or such addltlonal
1mport restrlctlons as he determlnes to. be requlred or appro-
'prlate to carry out any trade agreement entered.lnto under the
authority of that Act, except that pursuant to sectlon 201(b)(2)
of the Act, the President may not by proclamatlon 1ncrease a
rate of duty to a rate more chan 50% aoove the rate ex15t1ng on
July 1, 1934. The currently appllcable tarlff rates in rate
column numbered 2 for»sugars, sirups, and molasses,4descr1bed
in items 155. 20 and 155, 30, are treated as the rates “exlstlng
on July 1, 1934", for the purposes of the Pre51dent's pro-
clalmlng authorlty._ | ’ |
5. General headnote 4 (b) of the TSUS prov1des that a
rate of -duty proclaimed pursuant to a concession granted in
a trade agreement shall be reflected in the column numbered 1

of the TSUS and, if higher than the then ex1st1ng rate 1n»

column numbered 2, shall also be reflected in the latter column;




mju
S;_ I flnd th t the modlflcatlons herelnafterrprot
claimed of the rates of duty appllcable to 1tems 155 20 and
155. 30 of the TSUS are approprlate to carry out that portlon
~of the Kennedy Round ‘trade agreement set forth in the;'
.Headnote, and as prov1ded for thereln, glve due con51deratlon:“o'
to the 1nterests in the Un1ted States sugar market of domestlc.
“producers and materlally affected contractlng partles to the‘
'General Agreement on Tarlffs and Trade._:'r__rffnll _”fh;"”

NOW, THEREFORE, I JIMMY CARTER, Pre31dent Of the

Unlted States of Amerlca, actlng under the authority vesfei
'1n me by the Constltutlon and statutes, 1nclud1ng sectlon 201
of the Trade Expan51on Act of 1962 and pursuant to General
'RHeadnote_4(b), and Headnote 2 Subpart A of Part lO of ;
"'Schedule”l,‘of the TSUS, do- hereby proclalm untll otherWISe
superseded by lawav | e | o |
'A. ‘The rates of duty in rate columns numbered l.and 2
for 1tems 155. 20 and 155 30 of Subpart A Part 10, Schedule 1
:of the TSUS, are modified, and the follow1ng rates are"
xr:establlshed' | ) | R R
155 20 :......... 2. 98125¢ per 1b. less 0 O421875¢ per
. 1b.” for each degree under 100 degrees
- (and fractions of a degree in propor=- - .
tlon) but not less than 1. 9265625¢ per’ lbﬁ.
155 30 ceecesssss dutiable on total sugars at the rate- per 5
1b. applicable. under Item 155 20 to sugar -
. | testlng 100 degrees.- ' _ -
':3., Those parts of Proclamatlon 4334 of November 16, 1974
Proclamation 4463 of September 21 1976 and Proclamatlon 4466~7?
shof October 4, 1976, Wthh are 1ncon51stent w1th the Dr0V151ons
-of paragraph (A) above are hereby termlnated N
C.. The.provisions of this Proclamatlon_shall applyvto
articles entered, or'withdrawn_from’warehouse,gfor consumptiong
on and afterfthe date of this Proclamation, ﬂwaevéf,~tne profl
vv151ons of this Proclamatlon shall not apply to artlcles.

3

(a) exported to the Unlted States before 12: 01 A. M, (U;S;

Eastern Standard Tlme), on the date of thlS Proclamatlon, or
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(b) 1mported to. fulflll forward contracts entered -into before

'12:01'A.M. (U S Eastern Standard Tlme), on the date of thlS

-‘Proclamatlon, Prov1ded, that artlcles referred to in (a) and

(b) above are entered, or w1thdrawn from warehouse, for con-

sumptlon on or before January l,_l978._

IN WITNESS WHEREOF, I have hereunto set my hand thls
day of November, in the year of our Lord

nlneteen hundred and seventy seven and of the Independence

of the Unlted States of Amerlca, the two hundred and second.»




DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
 ‘WASHINGTON. D.'C. 20250

October 20, 1977

TO: * - . Honorable Stuart E. Eizenstat
Assistant to the President for

_ Domestic Affalrs and Pollcy
Executive 0ff1ce of . th- '

THRU: " Bob Bergland i ‘
"Secretary ,of Agriculture \

FROM: _V_FDéTE/E; athaway 5
' - Agsistant Secretary

SUBJECT:  Action on Sugar

The Congress in Section 902 of the Food and Agriculture Act,of 1977

' .clearly mandated a price support program for sugar and the Conference
Report indicates that it was the intent of the Congress that the price
support program be implemented as rapidly as possible. Thus, there is
‘no question that the price support program and the related actlons '

' are required; rather, it is a matter of timing.

On October. 19 Ambassador Strauss repdrted that Senator Dole had
sufficient votes to override the President's decision to not accept
‘the ITC report which recommended a 4.275 million ton import quota.

It was felt that such an override would be extremely disruptive to.

the President's legislative program and mlght lead to even more drastic
‘action in other products. . : : -

Subsequently it Was,fOUnd that if the Department of Agriculture gave
a firm commitment that the loan and purchase program would be imple-
mented by not later than November 8, 1977, the proposed amendment would
be withdrawn. The Department of Agriculture is able to meet a timetable
of announcing a price support program for sugar by November 8, 1977,
as explained in the attached letter from Deputy Secretary White.

Thus, the timetable of implementation of Section 902 has been pushed
forward by several weeks from that earlier env1s1oned. If this time~
table is followed it would require:

(1) An announcement by the Secretary of Agrlculture of a
price support program by November 8, 1977 :
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(2) A report by the Secretary of Agrlculture to the -
‘President that imports of sugar would render said
price support program ineffective and, thus,’ requlre

- revoking Section, 22 of the Agrlcultural Adjustment
_Act of 1933.

V’Section_22 of thevAgricultural'Adjustment Act of 1933 directs the -
Secretary of Agriculture to advise the President whenever he has
reason to believe that any article or articles are being imported

under such conditions and in such quantities as to render Or tend-
to render ineffective or materlally interfere with any price suppoit -

or stabllizatlon program, relatlng to agrlcuIturaI commodltles.

If the President agrees there is reason for such bellef he d1rects

the U.S. International Trade Commission to conducf‘an*xnvest:gatzoa

1ﬁb;udiag—a—publ;e—hearIngj’ﬁﬁﬁ‘fﬁ‘gﬁﬁﬁit‘a”repcrt—tv—

findings and recommendations. esident is authorlzed based
~on. such findi h nunfne or _fees in _addition to
asic duty shall dete necessary. However, the additional
fees may not excee&VSQ.percent ad valorem and the quotas proclaimed
may not be less than 50 percent of the quantity imported during a .
previous representative period, as determined by the President.’

enever the Secretary of Agriculture reports to the President that .
a condition exists requiring emergency treatment, the President may
take action without awaiting the report of the International Trade
Commission. Any such action by the President shall continue in
effect pending the report and recommendations of the Internat10na1
\Irade Commis51on and action thereon by the President. - '

" With regard,to the use of a fee, the current 1ow world price for
sugar (6.90 cents per pound BT October 19) could limit the gffectlve—
ness of this choigce. It has been determined that to obtain a 13.5 -
cent landed, duty paid price when _a 50 percent ad valorem fee is
levied (on top of the existing duty and average shipping and handling
charges) _the world pr1ce should be about 7.5 cents. lﬂEngﬁﬂj£leg£s§
are less than this
requlred domestic price. On the other hand, as world prlces rose
“above 7.50 cents, the maximum fee would increase and yield a landed
price in excess of 13.5 cents. A _possible-saelytion to this problem
is to specify that the fee will be 50 percent ad valorem but no more
than 3.25 cents per pound. et -

Under the provisions of Section 22, in establishing the‘quantit& of
sugar which may be imported, the President is only bound by the pro-
vision that the total quantity (quota) may be no lLess than 50 ] percent,

_Of the toral amount—imported—in.a teDresentatlve perlod. Durlng the
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past ten years 1mports have averaged 5.1 mllllon short tons. It is

&ES22QQi!éh£ﬁ_ﬁhat_a_qunxa_igg_hg_ggrket effectlve) would mave to be
blished thls low level.

It should be noted that the President has existlng authority under

.the headnote of Part 10 of the Tariff Schedule of the Unlted States‘

- to. adjust the _of sugar allowed to be entered. Currently.
the total amount shall not exceed Jon short tons, raw value.

Accordlng to the Office of the. General Counsel, fhe President may

utilize his -authority under the headnote of Part 10 o of the Tariff
Schediule of the United States to reduce imports irrespective of any

- \action he may take under Section 22 to impose fees on importss -

A question has been raised on the status of sugar imports under the
GSP. As a general rule, if imports of an item on the GSP list are
-subsequently restricted, the item is removed from the. llst. It would
appear ‘that Wtrarlnn to Jimit o
would requlre sugar be1ng removed from the duty free GSP status.

‘(Atteehmentj



ATTACHMENT 1

"NOrmai“-

~CY 1978

S/D-

A 66.pergent price increase required
constraint on supplies '

. (million short tons,-raw‘valué)’..-'_' o
Beginhing‘Sfocké:‘ o 3.6
Production SR ' I 6.2

Imports ST e 4.7
g : 14.5
~ Consumption _ ' SRR 11.0°
. Exports : o nil
Ending Stocks . -~ - 3.5 =
. : ' 14,5
Current market price’ » 9.3‘¢ents.
" Support price 13.5 . "
Percent priéé increase required 66 percent

a 3.7 percent ..

Normal Supply : C14.5

Minus 3.7 percent o o .5

Normal Imports ' "" 4.7
Minus. e =3
Quota . E o b2

b



DEPARTMENT OF AGRICULTURE
QFFICE OF THE SZCRETARY S
WASHINGTON, D. C. 20250 - R
BEC £ 3 ¥717

The Pres
The W'it

'Dear Mr. President:

My letter of November 8, 1977, recommended that, under the emergency
provisions of Section 22(b) of the Agricultural Adjustment Act, as
amended, you impose fees on imports of sugar, sirups, - and molasses in
‘order to prevent such imports from interfering with phe Department’s
price support operations for sugar cane and sugar beets. You did so
on November 11 by issuance of Presidential Proclamation 4538. You
also directed the Intermational Trade Commission to undertake an _
investigation as to the need for the imposition of import restrictions
on sugar, sirups and molasses, and to report its flndlngs and’ recom—’
mendations at the earliest practlcable date. =

On the basis of subsequent developments, I believe that further
measures should be taken in order to more effectively protect the
Department’s price support operations for sugar cane and sugar beets
from interfarence by imports. Separate fees should be provided for
refined sugar because of differences in price. In addition, I believe
that the fees, which at present may vary with each shipment, depending
on the value thereof, should be changed to fixed amounts. Fixed fees"
. would simplify both the negotiation of contracts by the 1mport trade
‘and the collectlon of fees by the Customs Service.

Proclamation 4538 imposes a schedule of import fees appllcable to
imports valued at less than 9.99 cents per pound. This schedule is
keyed to the Department's price support operations for sugar cane and
. sugar beets and, accordingly, to prices for imported raw sugar, which .
account for' the overwhelming portion of sugar imports. There is also,
‘however, trade in refined sugar at prices normally 3 to 4 cents per
pound above prices for raw sugar. Such imports are historically
comparatively small. = : : :

‘Current and prospective market conditions indicate that refined sﬁgar: _e'

“imports will be valued at 9.99 cents or more per pound, and therefore,
. will not be subject to the import fees provided for in Proclamation

- 4538. The absence of fees for refined sugar parallel to those for
raw Sugar thus.creates strong incentives for importing sugar in
refined form rather than raw, Such shifts in trade obviously would
be prejudicial to achievement of the Department's price support



program oadactlves, as spec1f1ed in Section 201 of the Agrlcultural_
Act of 1943, as amended by Section 902 of the Food and Agriculture
Act of 1977. Action should be taken to prevent this situation from
.developing. - B g : o S

‘I have reason to believe that sugars, both raw and refined, as well

as sirups and molasses described in items 155.20 and 155.30, part

~ 10A, Schedule 1, of. the Tariff Schedules of the United States (TSUS),
.af¥e practically certain to be imported under such conditions and in
such quantities as to render or tend to render ineffective, or .
materially interfere with, the price support operations for sugar

cane and sugar beets undertaken by the Department of Agriculture,

or to reduce substantially the amount of products processed in the
United States from domestic sugar. Accordingly, I have concluded that
under the authority of Section 22 of the Agricultural Act, as amended,
it is necessary to impose import fees which would be applicable to

all sugars, sirups and molasses and that such fees should be expressed .
in fixed amounts. Such fees, of course, would have to be limited so '
as not to exceed 50 percentum ad valorem, as required by Section 22.

I have been advised that the business operations of the sugar importing
~ trade, including contracting for sugar shipments, would be facilitated
and simplified if the import fees were specified in fixed amounts
instead of varying in relation to the value of the shipment. In many
instances the final value of a shipment is determined subsequent to -
its eatry. In addition, a fixed fee would remove any incentive to

- arrange contracted prices so as to minimize the actual amount of the

fee. The Customs Service could collect the fixed fee for preliminary
entry purposes, with the amount of the fee subject to adjustment on
the basis of the determination of the statutory value. Accordlngly

. I recommend that effective January 2, 1978, the import fees be"

~ changed to a fixed basis, but not to exceed 50 percent ad valorem.

Because of the threat that large amounts of sugars, sSirups and molasses
could be imported into the United States without delay, and since I have
reason to believe that such importations are practically certain to be
made under such conditions, at such prices, and in such quantities as

' to materially interfere with the price support operations being conducted
- by this Department for sugar cane and sugar beets, I have determined

. that a condition exists which requires emergency treatment. ' I there-
fore recommend that, under the authority of Section 22 (b) of the Agri-
cultural Adjustment Act, as amended, you immediately issue a Presidential
Proclamation thereunder imposing import fees, as set forth in the
attached draft of an emergency Proclamation, these fees to remain in.



effect pending your action upon'reéeipt of the report énd recommenda-
tion of tha Intermational Trade Comm1351on with respect to 1mports
of sugar, sirups, and molasses. |

“In,addition to the immediate”action recommended above, I have reason
to believe that -articles containing sugar, covered by tariffnCate-

~ gories her=inafter specified, which are not subject to the fees
imposed by Proclamation 4538 or the additional Proclamation I have .
herein recommended, are practically certain to be imported under such °
.. conditions and in such quantities as to render.or tend .to render

" ineffective or materially interfere with the Department s price sup-
port operatlons for sugar cane and sugar beets. Sugar is readlly
mixed or combined with other articles into.a wide variety of sugar-
contalnlng products. With world sugar supplies likely to remain
substantially in excess of commercial demand, there will be strong
incentives for finding ways to import sugar in forms whlch would not
be subject to the import fees.: Accordlngly, I recomrend that you
direct the Intermational Trade Commission to expand its 1nvest1gat10n _
‘to determine whether sugars, sirups and molasses provided for in items .
155.35 and 155.75 of the Tariff Schedules of the United States (TSUS) .
and articles provided for in items 156.25, 156.45, 157.10 and 182.98 -
of the TSUS if containing sugars, sirups, and molasses of the types
described in items 155.20, 155.30, 155.35, and 155.75, are being

or are practically certain to be 1mported under such condltlons and

- in such quantities as to render or tend to render ineffective, or
materially interfere with, the price support operations being conduc- '
ted by the Department of Agrlculture for sugar cane and sugar beets,
or to reduce substantially the amount of any product being processed .-
in the United States from domestic sugar. Enclosed is a suggested
letter to the Internatlonal Trade Comm1551on. -

Respect_ively,

<5

 BOB BERGLAND -
‘Secretary

Enclosures



THE WHITE HOUSE

IMPORT FEES QN’SUGAR, SIRUPS, AND MOLASSES

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

A PROCLAMATION

i. ByuProclamation_No. 4538 of November 11, 1977,_f
imposag import fees_on certain,sugars, 51rups, and molasses
'[deriyedvfrom suéar cane.or'sugar beets, claSSified under'
items 155.20 and4155.30, of the Tariff Schedules of the United
States (Tsus)‘(ls U,s;c;dlzoz);»iﬁ order'that'thetentry,or':
_Withdrawal‘from warehouse;'for COnSumption‘Of“such‘articlesd'
would not render or'tend'to render ineffective; ortmateriallj'
'interfere with the;price support ooerations,now’being'eonducted
by thetDeoartment of Agriculture for sugar cane_and sugar
beets, or reduce'substantiaily,the amount:of any product being
processedwin thevUnited States from such domeStic sugar beets
and sugar cane. | ‘ | | |

2. Such action was taken pursuant to the authorlty vested
'inithe President by the Constltutlon and Statutes-of.the United
_States; including section 22 of the Agriculturai Adjustment'_
Act of 1933,.asvamended (7 U.S.C. 624). | |

3,"’By'letter dated NoVemberdll,‘1977,;I:requesteddthe
United States International Trade Commission to make an'immediate'
llnvestlgatlon with respect to thlS matter pursuant to sectlon 22
.Qf the Agrlcultural Adjustment Act, as amended (7 U. S C 624), and
to report 1ts flndlngs and recommendatlons to me as ‘soon as
p0551b1e.’ | |

4. The Secretary of Agriculture has advised me.by ietteri
dated December 29{ 1977; that.he has reason to belieue that:the
fees eStablished by Proeiamation‘No,A4S38 are'not adequate with

respect to certain sugars, sirups, znd molasses;:derived from'
sugar cane or'sugar beets, olassified under items LSS;ZO and

155.30, o

-t

the Tariff Schedules of the United States (TSUS)




(’9 U.s.c. 1202), to prevent. the entry of such articles
under such condltlons and 1n such quantltles as to render,

- or tend to render 1neffect1ve,.or materlally 1nterfere

with the price support operatlons now belng conducted by the
'Departnent of Agrlculture for sugar cane  and. sugar beets, or
to reduceesubstaatlally the amount of any product be1ng |
processed in the United states from such domestlc Sugar

beets ané sugar cane, espec1ally sugar not to be’ further
refined.or lmproved 1n quallty and srrups and,molasses,-andf:

\\..

thevfees preuiously imposed:should be:moditiédfas hereinafteri
proclaimed.p | | o o
‘5,,-‘The.Secretary'of'Agricuiture,.in;his letter ofn.
'December 29, 1977, has again'aduised}mepthat he‘has_reasonu
to beiieve that‘certain:Sugars,‘Sirups,»and:moiaSSes, derived_from'
sugar cane or‘sugar beets, classifiedrunder'items 155.20'and
155.30, of the Tarlff Schedules of the Unlted States (TSUS)
(19 ﬁ.S.C. 1202), ‘hereinafter referred to as "sugars" are
being, or are practlcally certaln to be, 1mported into the
'-Unlted States under such condltlons and in such quantltles as
to render or tend to render 1neffect1ve,vor to materlally
1nterfere w1th the price support operatlons now belng conducted
by the Department of Agrlculture for sugar cane‘and sugar beets,'
or to reduce substantlally the amount of ‘any product belng
tprocessed in the Unlted States from such domestlc sugar beets'
- and sugar cane, and I agree there is reason for such bellef
6.. .The Secretary of Agrlculture has reafflrmed his
determlnatlon and reported to me “that a condltlon ex1sts w1th
respect to sugars which requires emergency treatment and that
1mport fees on sugars, as herelnaFter proclalmed should be |

imposed without awaiting'thelreport.and recommendations of the

United States International Trade Commission.




7. I £ind and declare that:

(a) Sugars,.describedubelow by use andvphysicalb
_descrlptlon, are belng 1mported‘ or are practlcally certaln
" to be 1mported 1nto the Unlted States under such condltlons
fand in such quantltles as to render or . tend to render 1neffect1ve,
.or mate:;ally 1nterfere w1th the prlce support operatlons‘
now: berqg "onducted by the Department of Agrlculture for
'sugar cane or sugar beets, or reduce substantlally the
amount of any product processed in the Unlted States from.:
.domestlc sugar beets or sugar cane,‘ R
(b) A condltlon ex1sts whlch requlres the 1mmed1ate
1mp051tlon of the 1mport fees herelnafter set forth w1thout
awaltlng the report and recommendatlons of the Unlted States
Internatlonal Trade Comm1331on,’ |
(cf The 1mp051t10n of the 1mport fees herelnafter
proclalmed is necessary in order that the entry, or w1thdrawal
from warehouse, for consumptlon of such sugars w111 not render
or tend to render 1neffect1ve,_or materlally lnterfere w1th
the price support program now conducted by the Department of
Agrlculture for sugar beets and sugar cane, or reduce substantlally
the amount of.products processed in the Unlted States from,such
domestlc sugar beets and’ sugar cane, | | B
NOW,.THEREFORE I JIMMY CARTER Pres1dent of the Unlted
States of America, actlng under the authorlty vested in me by
the Constltutlon and Statutes of the Unlted States of Amerlca,
including section 22 of the Agricultural AdjuStment‘Act, as
amended, do hereby proclaim that Part 3 of_the'ﬁppendix to
‘the TSUS is amended as follows: |
1. Headnote 4 is amended to read as follows.’

4. Sugar, sirups, and molasses

(a) Licenses may be issued by the Secretary of
Agriculture or his designee authorizing the entry
of articles exempt from the fees provided for in
items 956.05, 956.15, and 957.15 of this part on
‘the condition that such articles will be used only
for the production (other than by distillation) of




polyhydric alcohols, except polvhydric alcohols
for use as a substitute for sugar in human food
consumption. Such licenses shall be issued under .
regulations of the Secretary of Agrlculture which
he determines are necessary to insure the use of
such articles only for such purposes.

(b) ’"Vot‘to be further refined or improved in
cuallry" as used in item 956.05 means '‘not to be.
Zurther refined or improved in quallty by being -
subjectad substantially to the processes of (1)
affination or defecation, (2) clarification, or
{3) further purification by adsorptlon or
"’VStallrzatLOn.

2. Izems 956.10, 956.20, 957.10, and 957.20 are deleted.
3. The —ollow1ng new 1tems, in numerical SequeﬁCe;.are

added follow1ng item 955.06:

_ o , , - Rates of Duty.
. Item . Articles , o o ~ (Section 22 Fees) .

‘Sugars, sirups, and molasses, derived
from sugar cane or sugar beets, except.
those entered pursuant to a license
issued by the Secretary of Agriculture
in accordance with headnote 4(a):

- Principally of crystalline
structure or in dry amorphous
form, provided for in item i
155.20, part 10A, schedule 1:

956.05 , Not to be further

refined or improved . : ' o
in quality . . . . . . . . = 3.35¢ per 1lb., but not
. v ' - in excess of 50% ad val.
956.15 - _ ' ‘To be further
' reflned or lmproved _ , " o
' in excess of 50% ad val.
'957.15 Not pr1nc1pally of crystalllne

structure and not in dry
amorphous form, containing-
soluble non-sugar solids
(excluding any foreign substance
that may have been added or
developed in the product) equal
to 6% or less by weight of the
total soluble solids, provided
for in item 155.30, part 10A, L N ,
schedule 1 . . . . . . . . . . 3.35¢ per 1lb. of total
» ' S sugars, but not in
excess of 50% ad val.




Lne prov1s1ons of thlS proclamatlon and the fees est isnhad

by items 956.05, 956. 15 and 957 15 shall apply to artlcles -
_entered[ er'withdrawn from warehouse, for,consumptlon on and

after the‘date of thiS'proclamation,Aexcept‘that?sd B

-such orovisions and fees shall not‘apply to sugarvof Malawianf
origin enxtered nrior'to February 15, 1978 pursu;nt to eontracts
.'for dél;?e:y to the Unlted States entered 1nto prlor to November
_11 197 7; and shall:cqntlnue to apply tq suehxartlcles pendlng,'
the'report and recommendations of-the United'States International':
vTrade Comn1351on and actlon that I ‘may . take on them. |

IN WITNESS WHEREOF I haVe hereuntO'set my'hand this-

day of January, in the year of our Lord Nlneteen

hundred and Seventy—Elght, and of the Independence of the Unlted States

of America the two hundred and second._3‘

i




. ECONOMIC POLICY GROUP

Interdvpartmentdl Task Force on Sugar )

Howala Hjort, Chalrman :

March 31, 1977

Issue

‘Excessive world sugar shppliee have resulted in
the decline of raw sugar prices to a level below the
average cost of production for U.S. sugarcane and

‘sugarbeet producers. - This situation .is expected to

persist in the immediate future. The successful
negotiation of a new International Sugar Agreement

(ISA) would provide some relief to U.S. sugar pronducers.
If the EPG agrees that a new ISA is desirable, the issue -
is whether scme interiim assistance should be provided

to U.S. sugar producers since at least a year will be
required to negotiatée .and implemsnt a new ISA.

If it is determined that interim assistance
should be provided, a decision must be made as to

- which of several methods of providing asalstance should
- be used '

" A draft U. S. proposal for a new ISA is presented
for EPG approval. The floor price and financing

~arrangement are highlighted for EPG consideration. .

The U.S. International Trade Commission (ITC) has
submitted its report on sugar to the President who has
until May 17, 1977, to decide whether to accept or
reject the ITC recommendations. An interagency group

~under STR is preparing the detailed analysis on the

report.

Backaround

Forty years of protectlon afforned the U.S.
sucar industry ended in ‘1974 with the expiration of

~the Sugar Act. As a result of expanded productioén,
-sugar orices have drifted steadily downward from a
‘historical peak of 64.5 cents per pound in November



Tooi to Lovels bolow the average cost of production for
197 "l Lo -~ .. - .
U.S. sugar producers in the fall Of 1976.- '

v In responsce to preqsute from nroducers for increased.

import protection, the Scnate Finance Com

Septenber 1976 requested the USITC to und

. 201 escape clause investigation under the

< Trade Act of l)74 -Also in Septcmbe Pre
kXN

ittee in

rtake a Section

provisions oF the

sident Ford tripled
er pound- to- pro-

vide U. S produccr° sone plotectvon Whll ~the USILC'S in-

'_vestlgatloﬁ was underwal. o

-+ . During- the firqt three months of 1977, U.S. sugar prlcee
have averaged 11.2 cents per pound--a leval below the
13.5 cent per pound tentative USDA estimate of the average
cost of U.S. sugarbeet and sugarcane production.  Given
current planting intentions and expected yields, prices -
are forecast to remain at unprofitable levels for the -
foreseeable future. The plight of U.S. sugarcane and
sugarbeet producers is made worse by competition from »
‘high fructose corn syrup (EFCS) which can be. proauc;d at -
less cost than most U.S. sugar. A prctected price for
sugar would  encourage increased investment in HFCS pro-.
-duction and thereby hasten its displacement of sugar.
While the protective options discussed bkelow. can provide
short-term elief, they will not sustain U.S. sugar pro-.
ducers at current record high'nrodhctiO“ levels. Lower-
cost HFCS will continue to increase its share of tne
sweetener market at the e pense of sugar.- ’

. USITC Report

On March 17, 1977, the U.S. International Trade

- Commission (USITC) reported to the President that it

- had found that the domestic sugar industry is being

threatened with serious injury by increased imports.
The USITC Commissioners recommended remedies as follows:

e Three Commissioners favored an annual quota of
4.275 million tons to be allocated by the President
on a country-by-country basis for a 5-year period.

o Two Commissioners favored an annual global quota
of 4.4 million tons for three years to be allocated
armong U.S. importers by the auction of nontrans-
feraole 1mport licenses.

>
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One Commiss LORE L IEJ"VE}.’L"’E‘:&""?!:1 annual quota OF '
‘4;4 million tons to- be allocated on a QOunLry_bj_'
country basis for a S5-year period. Allocation
.- would be determined b the preporticon of imporis
supplied bv cach of the sugor= fuvoly“nq count:1ns.
durlng the perJod 19/? 76

-

The President must decide whether'to accept or reject

these recommendations by May 17.  If the President rejects = =

these recommendations, the Congress has the authorlty to
overrlde the Pre51dent s de0151on.»

International‘Squr Agreement (ISA)_

A conference under the auspiceovoF'UVCTAD is schedulead

vto begin April 18 in Geneva to negotiate a new ISA. An

interagency group chaired by the Department of State

has develcped a draft U.S. proposal (copy attached) for a
new ISA which has the general concurrence of 1nter°sted
agencies at the technical level. The likelihood of
successfully negotiatine an agreement will be enhanced

if the U.S. announces its intentions in advance and assumes
a strong leadership role in the negotiations. Announcement

~during the conference (April 18 = May 27) that the U.S. -~
- is returning to a country-by-country quota system or that

the U.S. is implementing the USITC recommendations would
be disruptive. o : : I

'Options Related to Suppoft for Domesticbindustry

The first option is to provide no further proteetien
at this time. If additional protection is desired, -
optlons 2 through 4 of ffer different methods of providing

_OptiQn l: Offer no fureher orotectlon to U S. éﬁgqr.

~Q%9auc at thl tlme.

This option does not exclude the pos Slblllty
of providing adjustment assistance when a
decision is made on the USITC report.

vAdventages:

& Transfer payments called for under any of the
pro*octive proposals will not increase income
for socie ~ty as a whole. Each one cent a pound
~increase in raw sugar prices will cost consumers
‘about $220 mllllon._ : :

14
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® Sugar 1is no 101 ger a "criticnl? item ..
. Substitutes are available if there are
‘futuLe cu.bccks in foreign su poly. '

=3 ProthLJon would encourage Substltuuﬁ“
sweeteners and thus tead to offset beneflts-
-to donestlc stgar- producars.» ‘

Dlsadvantages'

e Employnent and "ap*tal values in a v151b1e
~and vocal industry will decline as output and
earnings  fall off; prolonged low prices would
“drive some producers parmanently out of
~business. : : : :

- o If all forms. of protection are. rejectcd lnblLang
: the ITC's recormm=ndaticns, . the risk is increased
that the Congress will override the rejection
-or enact a program‘of its own.
Option 2: Price support deflc1bp0i vayments with no
) 1mporu restrictions ) ’ '

Section 301 of the Agricultural Act of 1949, as.
amended, authorizées the Secretary to provide price support
to producers through payvments to processors who pay the
.suoport price. to prcducers for sugarbeets or sugarcane.

‘A price support payment program \ou1d be operated, in
general, as follows:

—--Processor pays producer t“c-cdptractLal thre
normally paid when the averacge market price of
- raw sugar is the same as the support pche.

--If the pricé recei&ed in the market is lowé; than
the support prlce on which the producer was paid,
the proce ssor is p41d the difference by CCC.

--If the prlce received in the market is higher tban
the support price, the processor pavs the proouver
his share of the anlLlOpaT p*o 2eds.

-Advantages:

© Donestic producers and processors would be assured
the support price. : :

o Payments would roach only the droﬂucers/proce LSOT
and avoid windfall galns to refiners, brokers and
O'Lhcru- ) )

s,

M



» Domes tic warket price would continuz to be determingd
by normu l'“arket forces in rcﬁatlonohlp to world
market price. '

f o

e No added coqt to consumers.
e No price ' umbrcllu for 1nroads bv PFCQ-.

stiRefiners and 1ndustr1ul users coald contlnuo to
.hedge t elr sugar costs_throuch fature traglng.

© _Does not jeopardlze U S posture 1n the ISA nego* aLlO"~
Disadvantages:

© Potential costs to the Treasury could amount to
$500 million or moxre unless there were a payment
cap ox other constraint. : o ‘

o Large paYments which véuld be made to sbmé processor/
producers would be v1s+ble and could be subject to
_publlc cr1t101sm. T :

e Pavments to prodt""ls might be withheld by court
injunction on behalf of fieldworkers on grounds
that over past 40 years benefits of sugar-: leclslatlc
haxzbeen split between workers and gromcrs. :

‘The large potential draln on the Treasury‘inherent
in this option could bz limited in at least two'ways:(

'v——Dlrectly thlouoh a.cap on oa;nents per pound,
e.qg. 2 cents, equivalent to $240 mllllon.

'——Indllectly thr0tah an increass in the tarlff.-
.The tariff alternative would:

eraise the price of all sugar to consumers '
edisrupt forward contracts. S
eviolate our GATT obllgatlo“ and might require
' compensation -
~wreduce net Trea sury outlav

'thion’3: Price oupport purchase prcr”““ w1th no 1moort

Ieot' lCthﬁa -

Covernment would purchase sugar at the support price and
sell it back immediately at the market price with the
Treasury absorbing the loss. This would have the same econom
result as option 2 but could avoid the yos sible legal pfOblOm
Wth workers under option 2.



Advantages:

o

o

Same advantages as in option 2.

Could avoid legal problem with workers.
Dlsadvantag
e Woqu requwre governmcnt to buj all domestlcally
produced sugar as it 1s produced Difficult to -
administer. _ : E - S
® Would be difficult to cap directly. Could be

capped through higher tariff..

Option 4: . Restrictive. import quotas‘

The supply of sugar available to the U.S. market would be -
restricted by quotas in such a manner as to clear the
market at the break even point for- eff101ent domest:c

[ roducers, 1i. c., 13.5 cents per pound.

Advantages:

=0

Domestlc procuccrs are 1nsulated from unrenunerat1v

low wor]d market prices.

U. S reta11 prices woqu be relatlve]y stable except
in perlods of short world sugar supplles., o L

Does not involve Treasury outlays to protect dorestlc

: producers.

Dlsadvantages-

©

The market for HPC° will be enharced, hastenlng
inroads. into the sucrose marlet.

- Quotas will 1ncv1tably result in‘vindfalldprofits to

either domestic refiners or foreign producers, de-—
pending on how the quota is admln_stered (if quotas
were auctloﬂed the U.S. Treasury would galn the
bencflt) .

Quotas would reduce .trading in fuitures contracts
making hedqging operaticns difficult at times.

Would disrupt existing forward and long-term contracts.




-
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© Determining the quota will be diffi
miscalculated, the geoJrc p fice ef
~atta1nea. -
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© Each 1 cent per pound.increase in raw sucar prlces
owill cosf consumers about .$2 20 million.

® Quotas are inconSistent’witb U. S;-atueno ts to
liberalize world trade, and createées potentlal
pvobleﬂa in.allocating count*v quo;gs

o Ouotas are’ 1neff1c1ent in dellwerlnc dSolotanCQ to
' domestic producers since they would receive only 55°
of additional user expenditures fo*_sugar.

ISA Proposal

- The attached draft'propo sal for a n=w ISA is presented'Lor'
EPG approval. . All aspects of this proposal have heen ahreed
at the technlcpl lovel exoept thO ro;10w1nc two issues:

_Issue,l: »mhe floor price in’ tha acreeﬂdnt.

The level of the floor price, % in the attachment, -
for which the U.S. should negotiate has not been resolved.’
A range within which U.S. representations may negotiate
should be specified. ‘ ' P o

Production costs and competitive swecteners will serve .
to limit the realistic range within which a floor can be
negotiated. While information cn przduction costs is
extremely uncertain, it is unLi.el that many countries
‘can- produce sugar profitably for less than 9 cents gper

- pound. At the other end, a flcor above 12-13 cents _
per pound would probably result in incr=ased competition
from HFCS. Hence, a range of 9-12 cents may consc1uute
the realistic range. .

Issue 2: Flnan01nq Arrangement.

It is proposed that the U.S.'would contribute $35<45 -
million as its share of the cost of the agreement.

This is a departure from past practice in which the

U.S. has refused to contribute to the cost of commodity
agrecements. The State Departmeént is S;UuYIDQ alternative
methods of anan01ng the agreement.

Lo
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1 Secretary AT
"uiSJBJEC? Sugar Palicy ..fff S
".7Tﬁn ¥ rld Sibuaticn and Gutloak e

' World and U.S. sugar prices exp?odad in 1974, thay fall near]y as rapidly ﬁ
~-as they rose. World prices averaged 11 cants at fiew York in 1573 3} &
cants in 1974, 21.9 cents in 19.4, and 13 cents in 1970., :

- Today the world sugar price (Néw'Yor&) is about 8 caw*s a pound th“.
consequence of an excess supply situation. World sugar stocks thiv
ﬂay are expected to be up 4.6 m111101 tons Trom May 1976. .

Sugar~analysts believe that und;r current policies and‘pricés,.sugar"

 producers will reduce area and production and that-consumpticn will risc - -

at a relatively rapid rata, but that world bonsumption 1< not 1‘k“!j to
"exteed prsduct%on untfl at Ieasc 1679. . A

Current sugar prices are below tha cost of nrcduuticn. w.tw tha ﬂsfxui
exception of a few very efficient cans producers. Sugar andiyats Judge -
the average cost of productlon oA a world scale to be in oxcess of 11 centf.
a pound. - _ . ‘

_~Bylow cost of preducticn pricas po e‘tha threat of very high'world_priées |
early 1n the 1980%s.. - , S RS

| fThe_U.S. Situationuaad Outlook

‘U.S. producers cannot produca sugar for 11 cents a pound. Xtvcosts our.
progucers 12 to i5 cenis to produce a pound of raw sugar. The price to
U.S. producers under the old Sugar Act this year would be 13.1 cents a
pound, without the bayment. Add*ng tha payment would bring the *veragn L
up to 14.6 or 14. 7 cents., .

in contrhst, the pric= of raw sugar in the~Un1tad States,(ﬂew York) is. .
about 10 1/2 cents a pound. The 2 1/2 cent gap.betwcen»ﬁha world and U.S.
price 1s due to the tariff of 1.375 cants pius shipping and insurance.

The wholesale price of refinad sugar 15 4-5 cenus above tue ray sugar price;‘«

._‘



- 'pound._ Such an agreement should 2

Gur sugar producers and processors

- procassing plants have been closed

Py

are in'di??fc41ty. Four éugaf béetﬁ‘.

so var this yzar. Hore will unlass

- CUP sugar poiicy i5 changad., Qur producers indicated thay would redure'v

- bogt acreace 7 perceat in January.

-fdue to tre adversa weathar pattern

few vears &go.  Miliions have baen

"”cnwa on shream. HFCS will displace

‘A larger reduction can bs expected
ard prosessing plant closings._

**The u.S. sugar outlock is ccmpiigated by another deve]opwant. A new
process for producing a competitive sweetener from Corn was devaloped a

invested 1n facilitias to produce this

- sweatener == high fructoss corn Syrup (HFCS) -As these new facil!;ies .

sugar.v

. 605» of production data for hign fru»toae 1s skatchy at best. Qur - -
- aralysts judge that a sugar price betwaen 11 and 13 cents a pound would
. discourage further investment in facilities to produca HFCS. Those in
;‘opﬂratioa appear to be able to produce PFCS at the current U S. pr1ce.

A;Pef capita ccnsum;tion cf HFCS reached 7. 1 pounds 1n 1976, u p 2 4 paunds

- from 1975, Evan at the current price of sugar another 2.1 pounds of HFCS
SET § ezpected to be added to per capita consumption this year.s At 11 1/2.
- - ‘cents a pound the increase may be adbout 2.4 pounds and could rise £0 9.9 -

and 10.6 pounds with a ra# sugar p”ica of. rﬁspectzvely. 12 1/2 and 13 1/2

> cents a pound. :

L R&ammndtzd Actic‘ns |

. Ha vecosmend the United Statas support and agoressively seak an

" . Irtarnational Sudar Agresiont {15A

viizii a mintmum price of 10 cents a-

sO haye a maAiﬂuﬁ~prf5ﬂ

Qﬂﬁfh:wcffd'prica'bf 10 cents a pound would mean-a 12 1/2 cent price in thei
U.S., assuming tha tariff is maintainad at 1.875 cents. That is within

1'3fone cent of the price wa judae o be the minimum level of susnort to U.S.

13 1/2 cant U.S. raw sugar price weuld

- preducers. As previously notad,. a
" b2 more than a cent below the level wa wau]a have this year unde; tba old
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can take action.

"1 hava the authority to 1mp1ement a pricc svppor+ program for sugar. Lig

can either make loans to producers
to producars (through processors).

Tha President h=s tha autbsrity to
imports. -

(tnroagn oroca«sors) or maka paymants

im;oae restrictivv quotas‘on sugar
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the 1

U a a g] kal quota to bring U.s. pfﬁﬁa p:to evel that
would encourage producers to repay-loans _(4;2’mi}2isﬂ to ns)

Gotion D.

_ 30b3} ouota ta uring u,‘ pwices up to 13 1/2 cents
-'?c withcu* a n?ica supnort uroorkﬁ L s
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v 11 deprass the world price,’. Each cent iacrease in the U.S.
;Leiie«p. urop tﬁa unraé yrirm by about 1/3 of a cent.

e smaliest undar ﬁp;,a g (1/3
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DEPARTMENT OF AGRICULTURE =~ .~
‘OFFICE OF THE SECRETARY )
WASHINGTON. D. C..20250

- Hovembe;- 1 197.7 i

' MEI‘@RANDUM FOR S'IUARI‘ E. EIZENS‘IAT, ASSIS'JENI‘ T0 THE PRESIDEN’I‘ FOR
DQMESTIC AFFAIRS AND POLICY ‘

FROM : BOB BERGLAND
o Secretary _ v _
' SUBJECT: Telegram fram Senator Iong, et al Regarding' Sugar Price Sup_port h

e

Two recent actions have been taken which will serve to clear up same of
the canfusion over sugar policy. First, on Septamber 29, the President
signed the Food and Agriculture Act of 1977. That Act contains the
so~called "de la Garza amendment" which mandates a price support loan or
purchase program for the 1977 and 1978 sugarbeet and sugarcane crops.
That program will be implemented as soon as regulations and prooedures '
can be drafted and approved (current target dase: November 8). Second, -
on October 5, we announced an interim payments (subsidy) program de51gned

. to bridge the gap between the present and full implementation of the .

- de la Garza program. These programs, taken together, shou]d :Lnsure the

continued sumval of the damestxc sugar lndustry o _ _

‘ Senator Iong's J.nformatlon regardlng increased sugar mports is essentlally
~ correct. .We believe that sugar stocks are 750,000 to 1,000,000 tans higher
than is customary and traditional. That is about one month's supply at the
. normal usage rate. However, not all of the increase in stocks can be
-attributed to ant1c1pat10n of the Sugar Price Support Program. Same
bulldup of sbocks is due to the threat of a dock strJ.ke thlS fall. :

‘Finally it should be stressed that this Department is giving hlghest
priority to development and implementation of the Sugar Price Support
: Program contamed in the Food and Agrlculture Act of 1977

24

Bob Bergland
Secretary
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To Mr. Secretary =

On March 17, 1977 the United States Inter—
national Trade Comm1551on (USITC) reported to me
the results of its investigation, conducted under
Section 201 of the Trade Act of 1974, in which

~ the Commission determined that 1ncreased imports

of sugar are a substantial cause of the threat of
serious injury to the domestic sugar industry.

The USITC recommended the imposition of an annual -
quota of 4.275 million short tons, raw value, for
a five-year period beginning with calendar year
1977, to be allocated among supplylng countries
‘in an equltable manner. -

I have determlned today that import‘relief;

- is not in the national economic interest. ' However,
I believe that a strong and viable domestic sugar .

‘industry is vital to the economic well being of
the American people, and that this can best be

achieved by the negotiation and implementation of f,i

an International Sugar Agreement. As you know,
- I have instructed our negotiators to enter into
‘negotiations regarding such an agreement and
discussions are now underway in Geneva.

'In the interim, pending completion of these
negotiations, I have decided that the implementa-

~ _tion of domestic measures are necessary to help-

U.S. producers and processors through the present
period of low prices. Accordingly, I hereby
request that you institute, pursuant to Section”
301 of the Agricultural Adjustment Act of 1949,




‘a progran o

mental pz: 7= z =

whenever ths TarXst : is b=

cents per pouni, for -z interim rpericd, until

an Intern=ztlizcnzl Suger :zreemsnt 1is successfully
negotiated zzi implam=z-zad. T

The Hohorable Robert S. Bérgland

.~ U.S. Department of Agriculture
- Washington, D.C. 20250




EXECUTIVE ,

ALY

FE5¥

MEMORANDUM FOR:* ~  THE PRESIDENT

FROM: .- . . STUART EIZENSTAT __
T ' LYNN DAFT -
o | N

SUBJECT: : Implementlng Documents for Sugar
' ' » Decisions o .

Your recent decisions to: (a) deny import relief for - -

‘the sugar industry, (b) institute an incomé support
.program for domestic sugar producers, and (c) concur
with the determination that sugar remain eligible for
duty-free treatment under the Generalized System of
Preferences can be 1mp1emented by 51gn1ng the attached

We are plannlng to make your dec151on publlc at. 4 00 P-
Wednesday, May 4. : : ,

;)(J

m.,



The Uni=z2 Szztes n:: mad ong commitment to the.

sz de 2 strong
negotiaticz 232 'an 1:i, which, if successful, will provide
some ‘lonz-zsrm ass::a:ce*of graater stability of world

sugar priczs and su:z:zlies. The successful negotiation
and implexsntati ion ¢ an ISA would render unnecessary
further conside ratlcn of unllateral neasures by the -
Unlted S‘a es. :

Flnally, I am: askln" you to contlnue to follov the

‘sugar. import situation closely and, in consultation.

with the Secretary of Agriculture to advise me with
reSpect to any.need for consideration of further actions.

"I have also. concurred with the determ1nat101 by the

Trade POllCY Staff Committee.that sugar will remaln', _
eligible for duty-free treatment under the Generallzed
System of Preferences (GSP) :

ThlS determlnatlon shall be publlshed in the Federal
Reglster. : . g



MEMORANDU’\' FOR.

THa SDECIAL REPRdbENTATIVE FOR TRADE NEGOTIATIONS

'SUBJECT: Decision on Sugar Under Sectlon 202(b) of
the Trade Act of 1974 .

‘Pursuant to Section 202(b) of the Trade Act of 1974
19 U.S.C. 1330, 88 Stat 2014, I have determined the.
action that I will take with respect to the report
of the U.S. International Trade Commission on the

‘results of its 1nvest1gat10n regarding sugar, dated

March 17, 1977. This investigation was undertaken at
the request of the Senate Flnance Commlttee..

I have determlned that 1mport relief for sugar is. not
in the national economic interest. Import relief,

- achieved either through quotas or tariff 1ncreases,g.

“would have an inflationary impact on the economy,
raising prlces to consumers without the promise of.off-
setting price stabilization benefits. ' Import relief -
would be of questionable benefit to the domestic sugar
industry, because it would encourage increased market
penetration by substitute sweeteners, particularly high-
fructose corn syrup which can be produced at a lower cost-
than most U.S. sugar. Finally, import relief would ad-=
versely affect the export earnings of a large number of .
‘ developlng countries which depend on sugar exports for
their economlc growth and prosperity. - : :

I firmly believe that it is important t6 maintain a
viable domestic sugar industry in this country. I have
therefore requested the Secretary of Agriculture to
institute an income support program for sugar producers,
offering supplemental payments of up to 2 cents per pound,

whenever the market price falils bensath 13.5 cents a pound.
Such a program will help cover the costs of production of
U.S. sugar producers, pending tnh2 negotiation of an

-----

-International Sugar Agreemenz i;oe).



. Df'..r M. _Qﬂmtary
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Noventer ’_1’-} » 19’!7

, "I“rz ezzc}.eeed coples of o Pmclaznatians by the

eaident, entitled "Impart Fees on Sugar, Sirups,

: ami Molasses” and "Modificaticn of Tariffs oa

Certain Svgars, Sirups, zxd Molasses,” are trans-

'm_»taa. fcrmefuaafthenepaz—mt

icnltmo
Sincerely,_-
. Bobert D. linder
Cai=f B ncutive Cl..:s
Tba Foparedls £cb 8. Rerglerd

Secretary of Agriculture

' "“’h‘lm, b.C. 60250 .

E}s:lesm-es S

awe
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_/

January 23, 1978
l

Dear Mr. Secretary:

The enclosed copy of a Froclamation by the
President, entitled "Import |Fees on Sugar,
Sirups, and Molamsses,” is transmitted for

the fileg of the Depariment |of Agriculture.

S%ncére]y,
i

Robert D. Linder

Chief Lxecutive Clerk

The Benorsble Bob S. Berglam
Secretary of Agriculture [
Washington, D.C. 20250

Baclosure

dwe
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